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The  Valuation  of  Double  Endoioment  Assurances.  By  Hubert 
Vaughan,  F.I. a.,  of  The  Mutual  Life  and  Citizens* 
Assurance  Company,  Limited. 

1.  IHE  papers  of  Mr.  Lidstone  on  the  valuation  of  Endow- 
ment Assurances  (J. LA.,  vol.  xxxiv,  p.  61,  and  xxxviii,  p.  1)  are 
well-known,  and  Mr.  Ackland  has  extended  the  investigation  to 
the  case  of  Joint  Endowment  Assurances  {J. LA.,  vol.  xxxviii, 
p.  61).  The  following  investigation  into  the  apphcabihty  of  a 
similar  method  to  Double  Endo^vment  Assurances  may,  therefore, 
be  of  interest.  Mr.  Lidstone's  investigation  is  so  complete  and 
has  been  so  fully  tested  in  practice  that  the  simplest  method 
of  investigation  has  been  to  compare  Double  Endowment 
functions  with  those  for  Endowment  Assurances,  and  draw 
conclusions  from  the  established  properties  of  the  latter. 

2.  The  error  when  a  Double  Endowment  business  is  valued 
by  Mr.  Lidstone's  method  (taking  r  =  c)  can  be  readily  estimated 
in  particular  cases  from  Table  A  appended.  This  table  displays, 
for  the  Text-Book  Table  at  3  per-cent  interest,  the  first  four 
terms  when  the  function  ^  (Aj.,7|  + Aj;,i])  is  expanded  in  powers 
of  C'^,'^  and,  for  comparison,  I'able  C  gives  the  corresponding- 
particulars  for  A^-.  Table  B,  showing  the  terms  in  a  similar 
expansion  of  a_j„ ,  is  quoted  for  the  sake  of  comparison  with 
the  figures  for  the  0^^'^^  Table  (J. LA.,  vol.  xxxviii,  p.  5). 
Owmg  to  the  limitation  in  the  number  of  decimal  places 
retained  in  calculating  these  tables  the  last  figure  will  not  be 
invariably  correct,  but  the  degree  of  accuracy  is  sufficient  for 

*  The  method  of  developing  such  a  series  :nid  the  use  of  the  table  sire  set  out 
in  J.I.A.,  vol.  xxxviii,  p.  3. 
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our  purpose.  The  dili'erence  between  columns  .")  and  G  at  ages 
15  and  20  is  due  to  the  fact  that  the  Makeham  constants  do  not 
express  the  Text  Book  Table  below  age  30. 

3.  It  will  be  seen  that  the  Double  Endowment  series  con- 
verges rapidly,  but  not  so  rapidly  as  that  for  Endowment  Assur- 
ances. It  will  also  be  seen  that  the  terms  after  the  first  are 
opposite  in  sign  to  the  corresponding  terms  in  the  series  for 
A^-  and  the  same  as  those  for  a_^.„|.  It  follows  that  the  error 
in  the  value  of  Smn  Assured  when  r  is  taken  =  c  would  be 
in  the  direction  of  understatement,  as  would  that  in  the  value 
of  Premiums.  In  an  Endowment  Assurance  valuation  on  the 
same  basis  there  is  a  tendency  to  overvalue  the  Sum  Assured 
and  vmdervalue  the  Premiums,  the  error  being  cumulative 
as  regards  the  Reserve.  In  a  Double  Endowment  valuation 
both  items  would  tend  to  be  undervalued,  the  errors  counter- 
acting ;  and.  in  consequence,  though  we  should  expect  the  error 
in  valuing  the  Sum  Assured  to  be  greater  than  in  the  former 
case,  the  error  in  tlie  Reserve  need  not  be  excessive.  However, 
as  we  will  see  later,  the  final  error  is  likely  to  be  in  the  direction 
of  understatement,  the  "  wrong  direction  "',  and  so  the  Endow- 
ment Assurance  method  requires  modification  when  applied 
to  this  class  of  policy. 

4.  In  a  Lidstone  valuation  with  r  =  c,  conditions  unfavour- 
able to  accuracy  are  generally  speaking  : 

1.  A  high  mean  maturing  age. 

2.  A  wide  range  of  maturing  ages. 

Fortunately  these  conditions  do  not  in  normal  cases  co-exist. 
For  example,  an  office  that  habitually  canvassed  for  policies 
at  maturing  ages  ranging  from  30  to  60  would  naturally  have 
a  wide  range  in  most  groups,  much  wider  than  an  office  that 
published  prospectus  rates  only  for  ages  50,  55  and  60,  but 
the  mean  ages  in  the  former  case  would  be  lower  and  so  the 
Lidstone  error  perhaps  not  greater.  It  has  been  pointed  out 
{J.I. A.,  vol.  xxxviii,  p.  47)  that  the  same  principle  of  compensa- 
tion runs  through  the  valuation  groups  in  any  particular  business. 
If  we  take  policies  maturing  40  years  hence  the  average  maturing 
age  will  be  high,  but  the  range  cannot  be  wide,  say  from  60  to 
75.  On  the  other  hand  policies  maturing  10  years  hence  might 
range  between  maturing  ages  as  wide  apart  as  30  and  75,  but 
in  such  a  case  the  mean  age  for  the  group  would  be  lower. 

5.  If    we  assume   that   the  mean   maturing  age   will  not 
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exceed  56,  it  is  not  likely  that  the  difference  between  mean  ages 
based  on  tlie  ratio  c  and  <■-  will  exceed,  say,  2"o  years.  The 
eri'or  will  then  not  exceed  •<")  of  the  term  involving*  (•-•*■  in  the 
expansions  appended  and  so  the  maximnm  error  in  any  group 
mav  be  estimated  as  follows  for  the  fmictious  stated  : 


n 

.KA^.,-;i  +  A.i!) 

a^,7| 

A.,-;^ 

11 
21 

31 

■0010 
■0011 
•0010 

•006 
•012 
•012 

•0002     j 

•0003 

•0003 

G.  On  the  alternative  assumption  that  the  mean  age  is  as 
high  as  61,  the  difference  between  mean  ages  based  one  and  c^ 
would  hardly  exceed  l-.j  years.  The  error  would  be  in  that 
case  less  than,  say,  "3  of  the  term  involving  c-'%  the  limits  for 
the  different  functions  beius  as  follows  : 


n 

.\(A,.,7|  +  A.^^!) 

a,„ 

A..,TI 

11 

•0014 

•008 

•0002 

21 

•0017 

•017 

•OOOo 

31  ! 

•0014 

•017 

•0005 

7.  Both  these  tables  are  on  the  stringent  side.  Errors 
so  large  would  usually  occur  only  in  a  few  groups,  and  it  may 
be  expected  in  practice  that  the  error  in  the  valuation  of  Sum 
Assured  over  the  whole  table  will  ]iot  exceed  -001  of  the  endow- 
ment beiietit. 

8.  The  valuation  multiplier  for  the  Premiums  is  of  course 
the  same  as  in  the  case  of  Endowment  Assurances,  and  most 
of  the  remarks  in  J. I. A.,  vol.  xxxviii,  p.  16  et  seq.,  apply. 
The  only  point  that  calls  for  mention  is  that  the  Net  Premium 
under  a  Double  Endowment  table  does  not  increase  with  the 
age  when  the  tenn  is  constant,  and  so  the  mean  age  based  on 
the  distribution  of  the  Net  Premiums  would  be  slightly  lower 
than  that  of  an  Endowment  Assurance  table  with  the  same 
age  distribution  of  the  Smn  Assured.  As  a  result,  if  the  mean 
age  is  based  on  Sum  Assured,  there  is  a  slightly  wider  safety 
margin  in  the  value  of  the  Premimns  in  the  case  of  the  Double 
Endowments. 

9.  We  have  now  to  consider  the  effect  of  departures  from 
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Makeham's  law.  Irregularities  due  to  lack  of  smoothness  in 
the  graduation  of  such  tables  as  the  H-^^  may  be  ignored,  but 
the  effect  of  definite  departures  from  Makeham's  law  over  sections 
of  the  table  has  to  be  considered.  In  the  case  of  the  Text-Book 
table  a  reference  to  Table  B  will  show  that  in  the  case  of  very 
young  assured  lives  the  value  of  the  Premiums  wull  be  materially 
understated.  The  numerical  effect  on  a  valuation  will  depend 
on  the  proportion  of  such  young  hves  to  the  total,  and  since 
Endowment  Assurance  policies  are  sometimes  issued  at  entry 
ages  as  low  as  11  it  may  be  as  well  to  call  attention  to  it.  The 
resulting  error  in  the  value  of  Premiums  is  in  the  safe  direction 
and  perhaps  can  be  regarded  as  an  addition  to  the  margin  of 
safety. 

10.  It  will  be  seen  from  Table  A  that  the  effect  of  this 
divergence  from  Makeham's  law  in  the  Text-Book  Table  does 
not  affect  the  value  of  Sum  Assured  under  Double  Endowments 
as  much  as  under  Endowment  Assurances  because  the  errors 
are  in  opposite  directions  for  different  future  terms,  and  accord- 
ingly no  especial  danger  need  be  apprehended  from  this  quarter 
in  a  Double  Endowment  valuation. 

11.  If  there  is  a  Bonus  payable  in  the  same  way  as  the  Sum 
Assured,  namely,  the  full  amount  at  maturity  and  a  half  on 
previous  death,  there  is  no  reason  why  any  large  error  should 
be  expected  from  using  the  same  valuation  multiplier  for  the 
Bonus  as  for  the  Sum  Assured,  unless  the  Bonus  is  proportion- 
ately large  in  amount  and  unusual  in  distribution. 

12.  It  appears  then  that  if  we  value  a  Double  Endowment 
class  by  Mr.  Lidstone's  method,  putting  r  =  c,  and  add  to  the 
result  an  adjustment  equal  to  -001  of  the  endowment  benefit, 
the  result  will  be  close  enough  for  practical  purposes,  and  the 
direction  of  error  will  be  practically  always  on  the  safe  side. 
The  result  of  an  actual  valuation  is  quoted  later  in  confirmation. 

13.  Another  method  that  suggests  itself  is  to  find,  by  trial, 
a  value  of  r  that  will  represent  as  closely  as  possible  the  rate 
of  increase  in  the  differences  of  KA^.^^-}- Aj^^rj).  Of  course 
the  difficulty  arises  that  the  value  of  r  appropriate  to  this  function 
will  not  be  that  best  apphcable  to  the  annuity,  a  point  that  does 
not  arise  in  an  Endowment  Assurance  valuation  because  the 
differences  of  A^^  and  a^^,  are  in  proportion.  A  very  accurate 
valuation  could  be  made  by  finding  separate  mean  ages  for  Simi 
Assured  and  Premium  based  on  slightly  different  values  of  r, 
but  the  gain  in  exactness  would  not  repay  the  inconvenience 
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of  keeping  two  sets  of  Z  sheets  and  having  two  subsidiary  vahia- 
tion  factors  instead  of  one. 

14.  If  ]}  is  the  vahie  of  r  that  would  reproduce  the  result 
of  an  individual  valuation  of  Sum  Assured  and  q  the  correspond- 
ing value  for  the  Premiums  ;  then  p  will  be  shghtly  less  than  q. 
Now  if  we  use  a  value  between  f  and  q  for  both  Sum  Assured 
and  Premiums  the  result  will  be  to  undervalue  the  Sum  Assured 
and  overvalue  the  Premiums,  both  errors  being  on  the  wrong 
side  as  regards  the  Reserve.  If  we  take  a  ratio  higher  than 
q  we  will  undervalue  both  items,  if  a  ratio  lower  than  f  we  will 
overvalue  both  ;  so  it  will  be  interesting  to  see  if  a  value  of  r 
can  be  found  at  which  the  errors  in  valuing  Sum  Assured  and 
Premiums  will  cancel. 

15.  The  following  table  shows  values  for  r  for  the  function 
^•^.1711  +  ^,..^)  determined  by  the  formula 

fn,,-u,,^,'s^- 

for  the  Text-Book  Table  at  3  per-cent.  interest. 


» 

Taking  M  as  55  and  t  as 

Taking  M  as  60  a^d 

t   AS 

15       }        10               5 

10 

5 

10 
20 
30 

1-082 
1-074 

1084          1084 

1-078         1-078 

...       .     1083 

1-078 
1-068 
1063 

1-080 
1-071 
1-065 

Corresponding  values  for  B,,^  are 


n 

Taking 

M  AS  55 

AND    /    AS 

Taking  M  as  60  and 

t  AS 

15 

10 

5 

10 

5 

10 
20 
30 

1-089 
1-080 

1-090 

1-087 
... 

1-092 
1-088 
1-046 

1-087 
1-084 
1-074 

1-087 
1-084 
1-084 

The  presence  of  so  low  a  value  as  1-046  at  future  duration 
30  may  be  attributed  to  the  change  in  the  law  of  the  table  below 
age  30,  and  considering  only  values  that  do  not  involve  ages 
below  25  the  figures  lead  to  the  conclusion  that  f  is  about  -01 
lower  than  q.     Adopting  Mr.  Lidstone's  estimate  of  1-085  for  q, 
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J)  would  be,  say.  1-075.  If  the  niaturing  ages  are  rather  lower 
the  values  might  be  say,  l-()9  and  1-08  respectively.  Taking 
the  safer  value  in  each  case  we  can  put  p=\{)l~)  and  5- =  1-09. 

IG.  Now  to  estimate  the  point  at  which  errors  in  valuing 
Sum  Assured  and  Net  Premiums  will  balance  it  is  necessary 
to  consider  the  relative  effect  on  each  of  an  alteration  in  r.  The 
alteration  oix-^n  from  55  to  5G  makes  the  following  differences 
in  the  valuation  multipliers  : 


H 

AJ(Ax,7|  +  A,,7^^ 

•029 

11 

•0025 

l(i 

•0023 

•041 

21 

•001  n 

•050 

2(5 

•OOKi 

•052 

31 

•0013 

•054 

It  will  be  observed  that  Avhile  Aa^r  increases  with  n 
^\{^x7i\  +  Aivi )  decreases,  but  a  countei'acting  factor  is  furnished 
by  the  relative  numerical  decrease  in  the  Net  Premiums  at  the 
longer  future  durations.  For  example,  if  the  amount  payable 
at  maturity  under  pohcies  in  force  at  each  of  the  future  durations 
11,  21  and  31  is  10,000  the  respective  Net  Premiums  in  force  are 
not  hkely  to  be  more  than  500,  300  and  200.  On  these  figures  an 
alteration  of  the  mean  maturing  age  from  56  to  55  would 
increase  the  valuation  as  follows  : 


II 

IXCREASK    IN"    VaI.I-E   OF 

Sura  Assured                Net  Premiums 

11 

21 
31 

25                              15 
19                                15 
13                              11 

1 

On  the  whole  it  is  fairly  safe  to  say  that  a  decrease  in  r  would 
cause  an  increase  in  the  value  of  Sum  Assured  at  least  half  as 
large  again  as  in  the  Premiums,  so  that  if  r  is  the  value  at  which 
the  errors  in  Sum  Assured  and  Premiums  balance  then  q  —  r 
would  have  to  be  at  least  half  as  great  again  as  f  —  r.  If  p  is 
not  less  than  1-075  and  q  is  not  greater  than  1-09,  we  deduce 
that  r  is  not  less  than  1-01:5. 

17.  There  are  so  many  factors  involved  in  this  estimate 
that  one  would  prefer  to  use    the    method    of   paragraph    12 
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where  Sum  Assured  and  Premiums  are  treated  separately. 
Moreover,  the  latter  method  is  more  convenient  in  that  the 
same  tables  of  Z  can  be  employed  as  are  already  in  use  for 
Endowment  Assurances. 

18.  Taking  r  as  low  as  unity  for  both  Sum  Assured  and 
Premiums,  we  have  a  simple  method  with  a  safety  margin 
and  the  error  when  this  is  done  will  now  be  investigated.  Putting 
r  =  l  is  equivalent  to  taking  the  arithmetic  mean  of  the  maturing 
ages  as  can  be  seen  bv  remembering  that 


M  = 


loof  2  S.^r"^ — 1  og  51 S , 


log  r 
the  limit  of  which  as  r  approaches  unity  is 

^s7 


ba 


•=1. 


19.  If  (/,)  is  the  mean  maturing-  age  on  the 
111  the  mean  age  obtained  by  weighting  with  <•  and  y.^  by 
weighting  with  c',  &c.,  then  the  adoption  of  age  //„  is  equivalent 
to  the  substitution  of  the  series 

for  A-„  +  k^y^  +  hf^y^  + ,  &c., 

the  error  being 


It  was  found  by  trial  that  yi-i/o,  y-i-yx,  and  //:j_?/2,  are  in 
descending  numerical  order,  feasible  values  in  the  case  of  a 
wide  range  being  3,  2-3  and  1-6  respectively.  Assuming  these 
values  we  have  : 

1— <•"'-""   =—'3151 

l_c^.v,-2</„^_l.fi324 

l_c3ya-32/o=_5^6206 

and  the  total  error  will  be  the  second  term  in  the  expansion 
multiplied  by  —-3151,  plus  the  third  by  — 1^6324,  plus  the 
fourth  by  —5-6206,  further  terms  being  negligible.  Putting 
yo  at  56,  the  figures  for  the  Sum  Assured  would  be  : 


n 

Second  Term 

1 
Thinl  Term   '  P'ourth  Term 

Total 

11           +^0102 
21     ;      +^0083 
31     :      +  0057 

1 

-•0031 
-  -0037 
-0031 

+  •0005 
+  •0007 
+  •0006 

+  •0076 
+  •0053 
+  •0032 
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and  for  the  Net  Premiums 


n 

Second  Term 

Third  Term 

Fourth  Term 

Total 

11 
21 
31 

+  •11 
+  •19 
+  •20 

-•02 
-•04 
-•04 

+  •00 
+  •01 
-•-•01 

+  •09 
+  •16 
+  •17 

For  10,000  in  force  at  each  duration  with  Net  Premiums  of 
500,  300  and  200  respectively  as  before,  the  actual  errors  would 
be,  say, 


n 

Error  ik  Value  of 

Sum  Assured 

Net  Premium 

11 
21 
31 

+  76 
4  53 
+  32 

4  45 

+  48 
+  34 

20.     On  the  alternative  assumption  that 
yo  =  61 
y.-//o=2-0 

7/2-//,  =  1-5 
y3-y2=l-0 

the  multipUers  for  the  second,  third  and  fourth  terms  are  : 
—  ■2004,  — -8950  and  -2-4306  respectively,  the  figures  for  Sum 
Assured  being  : 


M 

Second  Term 

Tliird  Term 

Fourtli  Term 

Total 

11 

21 
31 

+  -0102          - ^0043 
+  ^0083          -  .0051 
+  -0057          - ^0042 

+  •OOO? 
+  •OOll 
+  •0011 

+  •0066 
+  •0043 
+  •0026 

and  for  the  Net  Premiums  : 


»        Second  Term     Third  Term     Fourth  Term  Total 


11 
21 
31 


-rll 

+  •19 
+  ■20 


-•02 
-•05 
-•05 


+  •00 
+  •01 

-rOl 


+  •09 
+  •15 
+  •16 


Assimiing    the    same   amounts    of    Smn    Assured    and    Net 
Premium  as  before  the  actual  errors  would  be,  say  : 
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H 

Ekror  in  Value  of 

Sum  Assured 

Net  Premium 

11 

21 
31 

+  66 
+  43 

+  26 

+  45 

+  45 
+  32 

Again  it  appears  that  the  basis  r=\  would  leave  a  considerable 
safety  margin. 

21.     The   estimates  in  the   two  preceding  paragraphs  can 
be  compared  with  those  of  paragraph  15  as  follows  : 


Roughly, 


y,-ijo      c-l 


so  if  t/i  —  ^0=3,  we  have  7/i.o;5  — yo  =  -'354  and  ?/i.09— ?/o  =  2*823. 
Hence,  if  yo  is  56,  the  adoption  of  t/o  in  place  of  2/1.075  and  y^.Q,, 
respectively,  would  cause  errors  as  follows  : 


n 

11 
21 
31 

Error  in 

A(A^,^  +  A^,!i) 

Sj-dl 

•0070 
•0053 
•0035 

•10 
•17 
•17 

which  compares  reasonably  well  with  the  figures  of  paragraph 
19.  Again,  if  yi  —  yo  =  2,  we  get  yi.0-5 — i/o=\'o69,  and 
2/1-09  — ^o=l'S82,  and,  taking  ^0  at  61,  the  errors  are  : 


n 

Error  in 

UA-^T::  +  Axn\) 

^zu\ 

11 
21 
31 

•0065 
•0048 
•0031 

•09 
•16 
•17 

which  are  reasonably  close  to  the  figures  of  paragraph  20. 
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22.  Valuations  of  a  Double  Endowment  class  were  made 
by  the  H^^  Table  at  3  per-cent  interest,  and  the  following  table 
shows  the  results  (1)  on  the  basis  r  =  c,  (2)  on  the  same  basis 
with  the  suggested  adjustment  of  -001  of  the  endowment  benefit, 
(3)  on  the  basis  r  =  1-075. 


Particulars 

Exact 
Valuaticiu 

Excess  over  Exact  Valuation 
OF  Valuatiok  on  basis 

(1)                (2) 

(/■) 

Sum  Endowed 
Reversionary  Bonus 
Net  Premium 
Reserve 

2,981,757 

180,968 

79,969 

1,499,306 
104,261 

1,049,354 
554,213 

-1,836 

-  184 
-1,396 

-  624 

+  1,146 
-         3 
-1,396 
+  2,539 

+  434 
-    13 
+   23 

+  398 

This  was  not  at  all  an  unusually  favourable  case  as  the  range 
of  maturing  ages  was  wide,  the  difference  between  mean  ages 
based  on  c  and  c-  being  as  high  as  2'2  in  some  groups.  M  was 
about  55  over  the  body  of  the  table,  increasing  gradually  after 
future  duration  30  to  about  60. 

23.  The  error  in  the  value  of  Sum  Assured  is  about 
what  would  be  expected  from  the  foregoing  analysis,  but  the 
error  in  the  value  of  Premiums  when  r  =  c  slightly  exceeds 
Mr.  Lidstone's  estimated  maximum  of  -015.  The  reason  for 
this  was  found  in  the  fact  that  a  considerable  proportion  of  the 
business  was  at  young  ages.  For  the  purpose  of  verifying 
this  conclusion  and  also  of  obtaining  a  guide  to  the  incidence 
of  the  error  under  a  table  that  follows  Makeham's  law  throughout, 
such  as  the  0^^^°^  a  valuation  was  made  of  the  same  business 
but  excluding  all  cases  under  age  25  with  the  following- 
result  : 


Particulars 

Exact 

Valuation 

ExcEs.s  OVER  Exact  Valuation 
OF  Valuation  on  basis 

(1) 

(2)              (3)        i 

Sum  Endow  ed 
Reversionary  Bonus 
Net  Premium 
Reserve 

2,214,792 

162,169 

63,255 

1,180,839 

95,941 

768,004 

508,776 

-1,191 
-     305 

+       29 
-1,.525 

+  1,024 
-     143 

+       29 

+     852 

^  409  ! 
-169 
+  904 
-664 

The  smallness  of  the  error  in  the  value  of  Net  Premium 
here  when  r  =  c  appears  to  be  due  to  the  difference  in  distribu- 
tion of  the  Sum  Assured  and  Premiums. 
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24.  It  will  be  seen  that  the  results  confirm  the  conclusion 
that  a  Lidstone  valuation  taking"  r  =  c  with  an  adjustment 
equal  to  -001  of  the  amount  payable  at  maturity  will  give  an 
approximation  sufficient  for  any  practical  purpose  with  a  safety 
margin.  Xo  valuation  has  been  made  with  r  =  unity,  but 
inspection  of  the  above  results  makes  it  evident  that  this  method 
would  have  given  quite  satisfactory  results  in  this  case,  though 
with  a  wider  margin. 

25.  In  practical  valuation  work  the  question  arises  as  to 
how  many  decimal  places  are  to  be  retained  in  the  various 
f mictions.  It  will  doubtless  be  agreed  that,  although  in  a 
theoretical  investigation  to  determine  the  trend  and  extent 
of  error  in  any  method  exactness  is  necessary,  there  is  no  object 
in  carrying  such  niceties  into  practical  valuation  work.  Three 
significant  figures  are  no  doubt  enough  to  retain  in  the  valuation 
multipliers  and  if  this  is  done  it  seems  superfluous  to  take  the 
mean  age  to  a  decimal.  The  valuations  quoted  in  paragraph 
21  were  made  with  M  correct  to  one  decimal  place,  the  multi- 
plier for  Smn  Asured  to  five,  and  the  annuity  to  three.  Valua- 
tions were  made  by  the  same  methods,  taking  M  to  the  nearest 
integer,  the  Sum  Assured  multiplier  to  three  places,  and  the 
annuity  to  one,  and  it  may  be  of  interest  to  quote  the  dift'erences 
caused  bv  the  curtailment.     Thev  are  as  follows  : 


Increase  in  exact  valuation 

+  560 

,,            valuation  on  basis 

i-  =  c 

-420 

,,             valuation  on  basis 

,-=1075 

+  353 

If  the  mean  age  is  taken  to  the  nearest  integer  and  calculated 
by  a  table  of  logarithms  to  the  base  c  as  suggested  by  Mr.  E.  C. 
Coote,  A.I. A.  {J.I.A..  vol.  xhi.  p.  213),  Mr.  Lidstone's  method 
is  a  very  convenient  one  indeed  for  either  Endowment  or  Double 
Endowment  Assurances,  requiring  the  insertion  of  only  one 
extra  function  on  the  valuation  card  and  the  provision  of  one 
additional  column  in  the  valuation  schedule. 
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Table  A. 

Showing  tlte  ralues  of  the  first  four  terms  when  i(Aa:7ri  +  Axn)  is  expanded 
in  powers  of  c^  for  the  Text-Book  Table  at  3  per-cent  interest. 


X                )l 

^^0 

kic^- 

he"^ 

A-3C3^ 

(l)  +  (2)  +  (3)  +  (4)  ->(A 

U  +  Ax„() 

(1) 

(2) 

(3) 

(4) 

(o) 

(rt) 

15    11 

•70260 

-  -00208 

+  -00001 

- -00000 

1 
-70053 

T0409 

20 

-•00329 

+  •00002 

-  -00000 

-69933 

70002 

25 

-•00519 

+  •ooooe 

-•00000 

-69747 

H9748 

30 

-•00821 

+00012 

-  00000 

-(59451 

►19453 

35 

-•01295 

+  •00030 

-  00000 

-08995 

ti8995 

40 

-•02044 

+  -00077 

-  00002 

■68291 

68292 

45 

-•03227 

+ -00191 

- ^00008 

-67216 

67223 

50 

-  -05094 

+  -00477 

-  ^00028 

•65615 

65613 

55 

-•08043 

+01190 

-  00112 

-63295 

63308 

60 

-•12697 

+  •02966 

-  00442 

-60087 

60124 

15    21 

•51706 

- -00424 

+  •ooooe 

-  00000 

•51288 

51377 

20 

-  -00670 

+  -00015 

-00000 

-51051 

51064 

25 

-  -01057 

+ -00037 

-  -00001 

-50685 

50686 

30 

- -01670 

+  ^00092 

-  00004 

-50124 

50126 

35 

-  -02635 

+  ^00229 

-  00012 

-49288 

49291 

40 

- -04160 

+  ^00572 

-  00047 

-48071 

48072 

45 

-  -06566 

+  01424 

-00186 

•46378 

46398 

50 

-10366 

+  03547 

-  00731 

•44156 

44258 

15    31 

•38728 

-  00720 

+00030 

-00001 

-38037 

37938 

20 

-01136 

+  -00075 

- -00003 

-37664 

37639 

25 

-  01794 

+  -00190 

-•00011 

-37113 

37112 

30 

-•02832 

+  -00474 

-•00044 

-36326 

36323 

35 

-04472 

+ -01180 

-  00172 

-35264 

35274 

40 

-  ^07058 

+ -02941 

-  00675 

-33936 

34013 

15    41 

•29654 

-01179 

+  00140 

-  00009 

•28606 

28367 

20 

-  -01862 

+  ^00348 

-  00034 

•28106    ; 

28051 

25 

-  -02939 

+  -00866 

-  00134 

-27447 

27456 

30 

-  -04640 

+ -02158 

-  -00524 

•26648 

26726 
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Table  B. 

Slurmng  the  values  of  the  first  four  terms  when  ttxn.  is  expanded  in  powers 
of  e^  for  the  Text-Book  Tohjf  at  3  per-cent  interest. 


.   ..     '" 

lic'^ 

^,r-' 

/jC-te 

j(l)  +  (2)+(3)  +  (4) 

d.r^ 

J 

1          (i> 

(2) 

(3) 

(4) 

I                 (^) 

(6) 

15 

10              8-258 

-   -023 

+  -000 

-•000 

8^235 

8-320 

20 

-   -036 

+  -000 

-•000 

8^222 

8-243 

25 

-    -057 

+  -000 

-•000 

8^201 

8-203 

30 

-    -089 

+  •001 

-•000 

8^170 

8-170 

35 

...     1 

-   -141 

+  •002 

-•000 

8119 

8-119 

40 

... 

-   -223 

+  -004 

-•000 

8^039 

8-040 

45 

-    -352 

+  -011 

--000 

7^917 

7-917 

50 

-    -555 

+  -027 

--001 

7-729 

7-729 

55 

-    -876 

+  •067 

--004 

7-445 

7-445 

60 

-1-383 

+  •166 

--016 

7-025 

7-027 

15 

20 

14034 

-   -098 

+  •001 

-■000 

13-937 

14-103 

20 

-    -155 

+  •001 

--000 

13-880 

13-919 

25 

1 

-    -244 

+  •004 

--000 

13-794 

13-796 

30 

1 

-   -385 

+  •009 

--000 

13-658 

13-658 

35 

-   -608 

+  •023 

--001 

13-448 

13-448 

40    '     ... 

-   -960 

+  •057 

--003 

13-128 

13-128 

45 

-1-516 

+  •142 

-Oil 

12-649 

12-650 

50 

-2-393 

+  •355 

--044 

11-952 

11-956 

■ 

15 

30 

18-074 

-   -254 

+  •004 

-•000 

17-824 

18-046 

20 

-   -401 

+  •010 

-•000 

17-683 

17-731 

25     '     ... 

-   -633 

+  •023 

-•001 

17-463 

17-467 

30 

-1-000 

+  •057 

-•003 

17-128 

17-132 

35     ,     .  . 

-1-578 

+  -143 

-•013 

16-626 

16-633 

40 

-2-491 

+  •350 

-•049 

15-890 

15-911 

15 

40 

20-899 

-   -544 

+  -020 

-•001 

20-374 

20-634 

20 

-    -858 

+  -049 

-•003 

20-087 

20-144 

25 

-1-355 

-r-123 

-010 

i             19-657 

19-661 

30 

-2-139 

+  •307 

-041 

!             19-026 

19-031 
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Table  C. 

Slioaing  tJw  rabies  of  the  first  four  terms  wJien  A.,,,  h  expanded  in,  powers 
of  r^  for  the  Text-Boot  Table  at  3  per-cent  interest. 


'«() 

mi&^ 

/«-jO-* 

m^^         (l)  +  (2 

)  +  (3)  +  (4) 

Ax»l 

(1) 

(2) 

(3) 

(1) 

(■'-) 

(0) 

5 

11 

•73035 

4  •00066 

-  -00000 

+  -00000 

73101 

-72854 

0 

+  ^00104 

-  00000 

+  -00000 

73139 

-73078 

5 

+  •00166 

-  -00000 

+  -00000 

73201 

-73195 

0 

+  •00259 

-  -i  10003 

+  -00000 

73291 

-73291 

5 

+  •00411 

-•00006 

+  -00000 

73440 

•73440 

0 

+  -00650 

-•(10012 

+  -00000 

73673 

■73670 

5 

r  -01025 

-  ■00032 

+  -00000 

74028 

•74029 

0 

+  •01617 

-•(10079 

+  •oooos 

74576 

•74576 

5 

+  -02552 

-  (10195 

+  •(J0012 

75404 

•75402 

0 

+  ^04028 

-  -00484 

+  ^00047 

76626 

•76621 

5 

21 

•56211 

+  -00285 

-  00002 

+  •OOOOO 

56494 

•56010 

0 

... 

+  -00450 

-  -00004 

+  •OOOOO 

56657 

•56547 

5 

+ -00711 

-OOOll 

+  •OOOOO 

56911 

•56905 

0 

+ -01121 

-  •0002(j 

+  •OOOOO 

57306 

•57307 

5 

+ -01771 

-  00067 

+  ^00003 

57918 

•57919 

0 

+  -02796 

-  -00160 

-r  -00009 

58850 

•58851 

5 

-r  -04416 

-  00414 

+  -00032 

60245 

•60243 

0 

+  -06970 

-   01034 

+  -00128 

62275 

•62265 

5 

31 

•44444 

+  -00740 

-•00011 

+  -OOOOO 

45173 

•44527 

0 

+ -01168 

-  ^00028 

+  •OOOOl 

45585 

■45444       1 

5 

+ -01844 

-  •OOOO? 

+  ^00003 

46224 

•46213       ! 

0 

+  -02913 

-  •OOIOO 

+  •OOOOO 

47200 

•47188       ! 

5 

+  ^04596 

-  •00417 

f  -00038 

48661 

•48641 

0 

+  -07256 

- ^01037 

+  -00143 

50806 

■50745 

5 

41 

•36217 

+  -01584 

- ^00058 

+  -00002 

37745 

■36988  • 

0 

-  -02500 

-  00144 

+  -00008 

38581 

•38415 

5 

+ -03947 

- ^00358 

+  -00029 

39835 

•39822 

0 

+  -06230 

- ^00894 

+  -00119 

41672 

•41657       ! 
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yotes  on  Finite  Differences.     Bij  Duncan  C.  Fraser,  M.A..  F.I. A. 

1.  XHE  publication  of  these  Notes  has  been  suggested  by  the 
perusal  of  the  new  edition  of  Messrs.  Burn  and  Brown's  well- 
known  manual.*  It  is  not,  however,  our  intention  to  oli'er 
anything  in  the  nature  of  criticism  of  this  work.  The  Authors 
have  had  an  exceptional  experience  of  the  needs  of  actuarial 
students,  and  our  congratulations  are  due  to  them  on  the 
appearance  of  the  second  edition  of  a  book  from  which  so  many 
members  of  the  Institute  have  gained  their  first  ideas  of  the 
calculus  of  Finite  Differences  and  its  applications. 

2.  The  amount  of  literature  that  is  readily  accessible  on  the 
subject  of  Finite  Differences  is  not  very  extensive.  It  is  a 
misfortune  that  the  excellent  Treatise  of  Professor  Boole,  the 
successive  editions  of  which  appeared  in  1860,  1872,  and  1880, 
has  not  been  revised  and  brought  up  to  date.  But  we  have  the 
satisfaction  of  knowing  that  the  eminent  authority  on  this 
subject,  Dr.  \\ .  F.  Sheppard,  has  been  giving  special  attention  to 
the  actuarial  applications  of  the  calculus,  and  we  have  welcomed 
the  appearance  of  two  most  valuable  and  illuminating  papers 
by  him  in  the  Journal  {J.I.A.,  xlviii,  171  and  390).  Most  of 
Dr.  Sheppard's  work  is  scattered  through  the  volumes  of  the 
London  Mathematical  Society,  the  Statistical  Society,  and 
Biometrika.  But  the  attention  of  students  may  be  especially 
drawn  to  his  articles  in  the  Encyclopedia  Britannica  on 
Differences  and  on  Interpolation  which  contain  in  brief  space  a 
very  convenient  synopsis  of  these  subjects. 

3.  The  calculus  of  Finite  Differences  is  an  attractive  and 
.simple  branch  of  mathematics,  and  among  the  propositions 
which  are  of  most  interest  and  use  to  actuaries  there  is  probably 
not  one  which  is  beyond  the  comprehension  of  a  student  who 
has  mastered  the  binomial  theorem.  But  the  verv  simplicity 
of  the  subject  has  led  to  its  being  treated  in  a  brief  and  summary 
manner  in  mathematical  text  books,  which  generally  introduce 
it  at  a  stage  when  the  knowledge  assumed  to  have  been  acquired 
is  of  a  kind  and  decree  outside  the  ranse  of  the  averaoe 
actuarial  student,  and  not  really  necessary  to  the  exposition. 
A  student  who  wishes  to  go  beyond  the  mere  elements  often 

*  Elements  of  Finite  Differences,  also  Solutions  to  Questions  set  for  Part  I 
of  the  Examinations  of  the  Institute  of  Actuaries.  Bv  J.  liuRN,  F.I.A.,  ami 
E.  H.  Bkow.v,  F.L.A.  Second  Eilition.  P.  2S9.  Price  10*.  6rf.  net.  London: 
C.  &  E.  Lay  ton.     1915. 


16 


Notes  on  Finite  Diffejences- 


r  April 


finds  himself  involved  in  difficulties  which  are  not  inherent  in 
the  subject,  but  arise  from  the  manner  in  which  it  is  presented, 
and  it  may  not  be  without  advantage  to  take  up  a  few  points  and 
discuss  them,  on  a  quite  elementary  basis,  rather  more  fully 
and  freely  than  is  usually  done. 

4.  The  special  usefulness  of  the  formulas  of  Central  Difierences 
for  purposes  of  interpolation  is  not  always  fully  appreciated  by 
students,  and  perhaps  the  best  way  of  suggesting  their  advantages 
is  to  work  out  a  normal  example  in  detail.  Taking  a  case  which 
can  be  easily  tested,  the  value  of  (1  +  ?)--  when  /  = '05  has 
been  calculated  by  an  ordinary  descending  difference  formula, 
by  Stirling's  formula,  and  by  Bessel's  formula.  For  the  first 
and  second  formulas  seven  values  of  the  function  have  been 
employed 

and  the  calculation  is  carried  in  each  case  to  A"(f_3 ;  for  the 
3rd  formula  the  value  of  u^  has  also  been  employed,  so  that 
the  mean  6th  difference  might  be  calculated. 

5.  The  formulas  and  details  of  the  arithmetical  work  are 
given  in  Xote  (I).  Below  is  given  the  error  at  each  stage  of  the 
work,  the  error  being  taken  as  (approximate  value)  — (true 
value). 


Order 

of 

Difference 

Descending 
Differences 

Stirling's 
Formula 

Bessel's 
Formula 

(Approximation)  —  (True  Value) 

1 
2 

3 
4 
r> 
G 

-  -450,094,739 
-•052,619,146 
-•001,372,063 
+  -000,043,799 
--000,003,142 
+  -000,000,316 

-•010,477.663 
+  ^On2,2l7,3.54 
+  •000,027,916 
-•O00,025,2«2 
-•000,000,096 
+  •000.00  ,:U6 

+  •021,259,879 
-•Qi  0,413,195 
-•000,2:<7,825 
+  •000,004,136 
+  •(»(i0.C02,961 
-•000,000,049 

6.  Comparing  the  results  of  Stirhng's  formula  with  those 
of  the  descending  difference  formula,  it  is  seen  that  while  the 
final  values  are  identical,  as  they  should  be,  since  the  formulas 
proceed  to  the  same  final  difference,  the  central  difference 
formula  has  the  great  advantage  that  it  keeps  closer  to  the  true 
value  at  each  stage  of  the  work  before  the  final  difference  is 
reached.  A  similar  comparison  can  be  made  of  the  descending 
difference  formula  with  Bessel's  formula,  but  here  there  is  no 
coincidence  unless  the  work  is  carried  to  the  seventh  difference. 
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7.  In  the  above  comparison  the  work  has  been  carried  to 
sixth  differences  and  the  descending  difference  formula  has  been 
selected  whose  final  result  is  identical  with  that  of  one  central 
difference  formula  and  in  close  agreement  with  that  of  the  other. 
But  if  it  should  be  intended  to  stop  at  an  order  of  differences, 
short  of  the  sixth,  another  descending  difference  formula  would 
ordinarily  be  taken,  and  therefore  the  descending  difference 
formulas  whose  initial  terms  are  h_2,  w_i,  and  Uq  have  been 
examined  ;  and  further  the  ascending  difference  formulas 
whose  initial  terms  are  iii,  Vo,  and  !/.■,,  have  also  been  tested. 

Without  giving  arithmetical  details  the  results  of  comparisons 
with  the  two  central  difference  formulas  may  be  stated  in  tabular 
form. 

The  descending  difference  formula  whose  initial  term  is 

■w.a  w_2  U-i  i(o 

and  the  ascending  difference  formula  whose  initial  term  is 

agree  identically  with  StirUng's  formula  whose  initial  term  is  Vq, 
if  carried  to  the  term  involving 

A^a_3  A^(f_2  A^7<_i  iin 

The  descending  difference  formula  whose  initial  term  is  that 
given  above,  and  the  ascending  difference  formula  whose  initial 
term  is 

U^  i?3  V.y  ^l^ 

agree  identically  with  Bessel's  formula  whose  initial  term  is 
^(!<o  +  «i)j  if  carried  to  the  term  involving 

A'u_3  A^u  .2  A^u_i  Akq 

But  in  all  cases,  if  the  calculation  stops  at  any  other  term, 
before  or  after  the  term  where  there  is  agreement,  then  the 
central  difference  formula  gives  a  better  result,  whether  Stirhng's 
or  Bessel's  formula  be  taken. 

8.  We  may  say,  therefore,  that  whichever  central  difference 
formula  is  taken,  we  gain  the  advantage  of  combining  in  a 
compact  form  in  a  single  formula  the  best  results  of  several 
descending  and  ascending  difference  formulas. 

9.  The  numerical  example  given  in  detail  above  has 
been    so   chosen    that,   except  in    the  last  term   of    Stirhng's 

VOL.  L.  C 
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formula,  the  central  differences  arc  larger  than  the  descending 
differences.  It  will  be  understood,  therefore,  that  the  advan- 
tage of  a  central  difference  formula  is  gained  by  the  use  of 
smaller  coefficients.  An  examination  of  the  figures  given  in 
Note  I  brings  this  out  very  clearly.  And  it  can  be  stated 
generally  that  any  formula  which  goes  outside  the  track  of  the 
central  differences  introduces  coefficients  which  are  larger  than 
the  corresponding  coefficients  of  a  central  difference  formula, 
and  the  farther  the  formula  departs  from  central  differences 
the  more  does  the  relative  magnitude  of  the  coefficients  increase. 

10.  It  remains  to  compare  the  two  central  difference  formulas 
with  one  another,  and  a  close  examination  of  the  errors  leads  to 
an  interesting  point.  In  both  formulas  the  best  results  are 
obtained  by  stopping  at  mean  differences  ;  that  is  at  odd  differ- 
ences in  Stirling's  formula,  and  at  even  differences  in  Bessel's 
formula.  Thus  in  Stirling's  formula  the  result  to  third  differences 
is  practically  as  good  as  that  to  fourth  differences,  and  in  the 
particular  example  taken,  it  is  better  to  stop  at  fifth  differences 
than  at  sixth  dift'erences.  An  elementary  investigation  of 
this  feature  is  given  in  Note  II.  It  is  also  pointed  out  in  the 
same  note  that  Clauss's  formula  agrees  with  Stirling's  fornmla 
to  even  differences,  and  \A'ith  Bessel's  formula  to  odd  differences, 
and  can  be  adapted  by  a  simple  device  to  agree  \^'ith  either  of 
these  formulas  to  mean  differences.  Thus  Gauss's  formula 
appears  in  normal  cases  to  combine  the  advantages  of  all  the 
other  formulas,  whether  they  proceed  by  ascending  or  by  descend- 
ing or  by  central  differences. 

11.  The  statement  made  above  that  in  using  Stirling's  formula 
the  best  relative  results  are  usually  obtained  by  stopping  at  a 
mean  odd  difference  may  appear  to  be  in  conflict  with  a  remark 
made  by  Dr.  W.  F.  Sheppard  that  in  the  case  of  Stirling's  formula 
it  is  important  to  end  at  an  even  dift'erence.  But  the  contra- 
diction is  one  in  appearance  only.  In  Dr.  Sheppard's  paper,  "  On 
the  Accuracy  of  Interpolation  by  Finite  Dift'erences,"  which 
appeared  in  the  proceedings  of  the  London  ^Mathematical  Society 
(Series  2,  vol.  4.  parts  I  and  5),  he  deals  with  cases  where  the 
tabular  error,  that  is  the  error  due  to  the  fact  that  the  tabulated 
values  are  themselves  only  approximate,  is  of  greater  practical 
importance  than  the  error  due  to  omitting  terms  of  the  fornuda. 
His  investigations  show  that  if  the  possible  error  in  the  tabulated 
values  is  +'5  in  the  last  figure,  the  possible  error  in  the  calcula- 
tion of  an  interpolated  value  ?'«  is  diminished  in  numerical  value 
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by  proceeding  to  the  term  involving  A^'"u_,.,  instead  of  stopping 
at  the  preceding  mean  odd  difference,  by  the  quantity 

— ^ ^ 7^^ ■ — -  x'^ 

We  may  assume  that  n  does  not  exceed  •.">.  Tliis  expressiou 
is  then  less  than     -  x  "5  and   its  value  is  less  than  •125  if  we 

7" 

stop  at  second  difEerences,  and  less  than  •03125  if  we  stop  at  fourth 
differences.  The  case  we  have  been  discussing,  however,  is  one 
where  it  is  not  necessary  to  obtain  a  result  to  as  many  significant 
figures  as  are  contained  in  the  tabular  values,  and  where  in 
consequence  the  error  due  to  omitting  terms  of  the  formula  is 
of  greater  importance  than  the  tabtilar  error  ;  and  in  such  a 
case  our  investigation  shows  how  the  degree  of  accuracy  to 
which  we  are  working  may  be  readily  judged. 

12.  Professor  Everett  has  given  {J. I. A.,  xxxv,  452)  a  central 
difference  formula  which  may  be  written 

Avhere  p  +  q=^l. 

If  the  construction  of  the  formula  be  carefully  examined  it 
will  be  found  that  when  taken  to  any  even  order  of  differences 
it  is  identical  with  Bessel's  formtila  taken  to  the  next  order  of 
odd  differences  (see  J.  I. A.,  xliii,  240). 

Everett's  formula  can  be  Avritten 

Up  =  F(  i))ui—F{2^—l)tio 

When  p  is  an  integer  a  meaning  can  be  given  to  each  of  the 
functions  on  the  right.  Y(p)tii  is  the  sum  of  p  alternate  it's, 
of  which  M,  is  the  central  term;  and  F(^  — l)z<ois  the  sum 
of  j:/— 1  alternate  u's,  of  which  ;/„  is  the  central  term. 

Thus  'P{p)ih  =  "p+Ujj_o+u^,_^  +  .  .  .  +  u_p^^ 

Here  (/:>  — 1)  of  the  values  are  common  to  the  two  fimctions, 
and  disappear  when  the  difference  is  taken,  leaving  as  the  result 
the  value  iip. 

c  2 
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13.  We  have  been  discussing  formulas  which  are  associated 
with  the  names  of  Stirhng,  Bessel,  Gauss,  and  Everett ;  but  all 
these  formulas  are  in  fact  due  to  Newton,  or  are  transformations 
of  Newtons  formulas.  Newton's  descending  difference  formula 
was  given  in  the  5th  Lemma  of  the  3rd  Book  of  the  Principia 
(1687).  Central  Difference  formulas  derived  from  an  odd,  and 
from  an  even  number  of  values  of  the  function,  will  be  found 
in  the  "  Methodus  Differentialis,"  a  small  tract  by  Newton  on 
Interpolation,  printed  for  the  first  time  in  1711  in  a  volume 
entitled  "  Analysis  per  Quantitatum  Series,  Fluxiones  ac 
Differentias,"'  &c.  This  volume  which  is  a  collection  of  various 
writmgs  of  Newton,  edited  by  Wilham  Jones,  is  in  the  Institute 
library.  The  whole  of  Newton's  work  on  Interpolation  would 
occupy  less  than  a  dozen  pages  of  the  Journal,  and  it  might  be 
worth  consideration  whether  it  should  not  be  translated  and 
inserted.  It  should  be  remarked  that  in  each  case  Newton,  after 
giving  formulas  which  apply  when  the  values  of  the  fimction  are 
taken  at  equal  intervals,  adds  formulas  for  miequal  intervals. 

14.  Stirhng  adopted  the  title  of  Newton's  tract,  "  Methodus 
DifierentiaUs,"  for  the  work  in  which  is  given  his  account  of  the 
two  central  difference  formulas,  one  being  equivalent  to  Bessel's 
formula.  The  first  edition  appeared  in  1730.  A  copy  of  the 
2nd  edition  (1764)  will  be  found  in  the  library,  and  the  following 
is  a  more  or  less  approximate  translation  of  the  remarks  which 
he  appends  at  page  107  to  his  statements  of  the  formulas  : 

"  Many  celebrated  mathematicians  after  Newton  have 
"  discussed  the  question  of  describing  a  curve  of  the  parabohc 
"  order  through  given  points.  But  all  their  solutions  are  the 
"  same  as  those  given  above,  which  hardly  differ  from  those  of 
"  Newton  in  the  5th  Lemma  of  the  3rd  Book  of  the  Principia^ 
"  and  in  the  Methodus  Differentiahs,  edited  by  Mr.  Jones. 
"  Newton  describes  a  parabohc  curve  through  given  points  ; 
"  others  have  considered  the  determination  of  the  terms  from 
"  different  data ;  but,  however  it  may  be  expressed,  and  however 
"  it  may  be  carried  out,  it  is  the  same  problem.  And  certainly 
"  the  discovery  of  the  mathematical  forms  for  the  values  of  the 
"  interpolated  ordinate  is  exceedingly  ingenious  and  worthy 
"  of  the  celebrity  of  its  author  ;  but  after  the  mathematical 
"  forms  are  given  the  investigation  of  the  problem  is  easy, 
"  nothing  more  being  required  than  the  solution  of  simple 
"  equations." 

15.  The  good  sense  and  the  modesty  of  this  note  will  be 
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admitted.  But  it  is  only  fair  to  say  that,  altliougli  Newton's 
tract  was  published  in  1711,  and  was  probably  written  much 
earlier,  it  is  to  Stirling's  volume,  referred  to  above,  that  the 
central  difi'erence  formula  to  which  his  name  has  been  attached 
owes  the  general  recognition  of  its  value  and  usefulness.  Stirling's 
Treatise  was  a  work  of  considerable  reputation  in  the  18th 
century,  and  is  the  fount  and  origin  of  questions  of  the  type  with 
which  we  have  become  so  familiar  in  examination  papers :  What 
is  the  sum  to  u  terms  of  the  series  1.2.4  +  2.3.5  +  3.4.6  +  .  .  .? 
These  questions  are  of  little  importance  out  of  the  examination 
room,  at  any  rate  to  Actuaries,  except  in  the  very  simplest 
cases.  A  special  exception  may  be  made  of  the  binomial 
coefficients,  which  deserve  even  closer  study  than  has  yet  been 
given  them,  for  it  may  be  maintained  that  it  is  simply  in  the 
properties  of  the  binomial  coefficients  that  the  explanation  of 
the  value  of  central  difference  formulas  is  to  be  found.  May 
we  venture  to  hope  that  the  tortuous  and  sterile  ingenuities 
which  have  racked  the  brains  of  examiners  and  of  examinees 
for  so  long  wall  be  allowed  to  sink  into  a  quiet  oblivion  ? 

16.  Newton's  method  of  interpolation  is  based  on  the  principle 
of  representing  the  given  values  of  the  fmiction  by  ordinates, 
and  finding  a  curve  of  the  parabolic  order  which  passes  through 
the  extremities  of  the  ordinates.  A  curve  of  the  parabolic  order 
is  a  curve  whose  equation  can  be  expressed  in  the  form 

ij  =  a  +  hd'  +  (\i-  +  (Lt^  + ,  &c. 

the  number  of  terms  on  the  right  being  finite  ;  and  the  particular 
curve  used  in  each  case  is  the  curve  of  lowest  degxee  in  x  which 
passes  through  the  extremities  of  the  ordinates  employed.  All 
the  formulas  based  on  the  Newtonian  principle  represent  the 
same  curve  if  they  employ  the  same  values  of  the  function,  and 
will  therefore  give  the  same  interpolated  value.  The  final 
dift'erence  which  appears  in  any  formula  determines  exactly 
and  completely  what  values  of  the  function  have  been  used. 
Thus,  if  the  final  difference  is  A^((_2,  the  values  of  the  function 
employed  are  ?t_2,'?t-i,  "o,  i(i,  Uo,  and  no  other  vaUies  are  used. 
This  is  so  whether  the  initial  term  is  (f_2,or  i(_i,or  Uo,ov  Ui,ov  Ho, 
and  whatever  differences  are  used  between  the  initial  term  and  the 
final  difference.  All  formulas  which  have  the  same  final  difference 
are  in  fact  identities.  This  principle,  which  has  been  discussed 
from  a  diff'erent  point  of  view  in  J. I. A. .vol.  xhii,  p.  238,  is  important 
in  the  practical  use  of  interpolation  formulas.     Having  fixed  in 
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any  particular  case  on  the  final  difference,  there  is  a  considerable 
range  of  choice  as  to  the  formula  which  may  be  employed  ;  and 
if  differences  beyond  that  selected  as  the  final  difference  are  known 
there  is  the  further  advantage  that  the  error  can  be  approximately 
calculated  beforehand,  and  we  then  know  to  what  degree  of 
accuracy  we  are  working.  In  any  formula  the  error,  whether 
its  magnitude  can  be  estimated  or  not,  depends  on  the  last 
difference  employed. 

17.  Dr.  W.  F.  Sheppard  has  introduced  with  special  reference 
to   central   difi'erence  formulas  a  scheme  of  notation  based  on 

the  operators  8  and  /x  where  Biio  =  }(k—u_x  and  fin o=  ,^  (?/i  +  ?<_i). 

The  notation  is  elegant  and  attractive,  and  has  been  fully  ex- 
plained by  Dr.  Buchanan  (J. I. A.,  vol.  xhi,  p.  370)  ;  but  some 
experience  of  actuarial  students  leads  to  the  conviction  that  the 
multiplication  of  symbols  is  hampering  and  confusing  to  them. 
It  may  be  stiggested  therefore  that  in  elementary  work  it  would 
be  imwise  to  introduce  the  new  notation,  and  that  it  should  be 
reserved  for  post-graduate  studies. 

18.  It  is  curious  that  no  convenient  anal\i:ical  proof  of  the 
central  difference  formulas  has  yet  been  placed  before  our 
students.  Dr.  W.  F.  Sheppard  has  given  in  the  Paper  already 
referred  to.  alternative  proofs  of  Gauss's  formula,  which  are  of  a 
fairly  simple  character.  Mr.  Robert  Henderson  has  given 
interesting  proofs  of  Stirling's  and  Bessel"s  formulas  based  on 
the  use  of  sinJi  and  cosh  functions  (Trans.  Act.  Soc.  of  America, 
ix,  211)  ;  but  seeing  that  we  exclude — and  probably  rightly 
exclude — the  sin  and  cos  fimctions  from  the  syllabus  of  our 
examinations,  it  seems  to  follow  that  we  must  consider  the 
sinh  and  cosJt  fimctions  to  be  also  excluded.  There  is  accordingly 
a  gap  which  waits  to  be  filled.  At  the  same  time  excessive  im- 
portance should  not  be  attached,  from  the  point  of  view  of  the 
education  of  our  students,  to  the  production  of  anah'tical  proofs. 
In  the  history  of  mathematics  it  has  often  happened  that  (1)  an 
important  proposition  has  been  announced  with  certain  arguments 
which  suggest  its  truth  ;  (2)  its  value  and  truth  have  been 
proved  in  practical  use  ;  (3)  analytical  proofs  have  then  been 
given  ;  (4)  the  proofs  have  been  proved  to  be  imperfect,  and 
further  proofs  are  given  with  elaborate  investigations  of  the 
conditions  under  which  they  are  vahd.  On  the  principle  that 
the  development  of  the  individual  recapitulates  the  develop- 
ment  of    the    race,    it    is   often    the    wisest    course    to    follow 
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the  historical  stages  iu  deahng  with  actuarial  students,  and  of 
the  steps  enumerated  above  the  first  two  are  the  most  vitally 
important,  and  it  is  frequently  quite  unnecessary  to  go  beyond 
them.  The  analytical  proofs  can  be  left  for  students  who  have 
a  passion  for  such  things,  and  it  is  to  these  students  that  we  look 
for  the  extension  and  systematization  of  our  knowledge. 

XoTE  I. — Xumerical  example  of  Interjjolation. 

The  value  of   (I  +if-  where  i  =  -05  is  to  be  calculated  by 
interpolation  between  the  values  of 

(i+iy,  {i+ir,...{i^tr,  (i+'V 

The  formulas  used  are  given  below.  Seven  values  of  the  function 
are  employed  in  the  descending  difference  formula  and  in 
Stirhng"s  formula,  while  the  eighth  value  is  employed  in  Bessel's 
formula  to  obtain  the  mean  sixth  difference.  The  coefficients 
of  the  formulas  are  all  written  positively,  so  that  each  coefficient 
is  preceded  by  its  correct  sign.  For  Stirling's  and  Bessel's 
formulas  compare  J. I. A.,  vol.  xliii,  p.  238-240. 

Ordinary  Descending  Difference  Formula  : 

a+n)(2  +  n)iS  +  n)                 nil  +  n){2  +  n)i^  +  n)  ^^^_ 
+ ^ A-H_3+ 24  ^"-' 

«(P-»2)(2  +  n)(3  +  70  .,        .  n{V—n^-)(2'^-n^){S  +  n)^^^_         . 
I2U ^  "-='+ 720  ^  "-^  •  ^^ 

Stirling's  Formula  : 

(1  +  0"  ="..+» 

.  i(u+  /(_,       n-  ^., 


viV'-n-)     3  »-.+n_2  _n^{V-  n') 
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n(V-n'){2^—n')       n,,+  »_3  ,  n'(r—n^-)(2-'-n')  ,0 

"^  120  2         ■*■  720  ^    -3  •     •     •  V 
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BesseVs  Formula  : 


[April 


=  — r, (-0— ?0A»o 

u{-b-7i){l-n) 


"o  +  ^'i      /.K      ,.Nv„       n(\—n)^^ii_^+Vo 


9  '> 


-f 


6 


A3,t_,+ 


?i(l-  — ?t-)(2  — »)  ^^if.i  +  ^t-a 


I20 


A5i«_o- 


24  2 

„(12_,;2)^2--^-7;2)f3-'>l) 


72U 


The  following  table  gives  the  arithmetical  details  at  each 
stage  of  the  work. 

Calcnlafion  of  (1  +  i)'"  at  5  per-cent  from  the  values 

\i+iy\  {\+ir...{i+ir. 

True  Value  of  (l  +  i)"  =  2-925,260,720,  .  .  . 


Difference 

Coefficient 

Prod  uct 

Approximation 

Ordinary   descending   difference  formula. 
Initial  term.  w-3=  1-276  281,562,5 

1 

2 
3 
4 
o 
6 

•352,613,064,3 
•097,420,488,3 
-026,915,484,8 
-007,436,252,2 
-002,054,499,2 
-000,567,620,6 

3-4 

4-08 

L-904 
•190,4 
•022,848 
•006,092,8 

1-198,884,418,9 
•397,475,592,2 
•051,247,083,0 
•001,415,862,4 

-  -000,046,941,2 
-000,003,458,4 

2-475,165,981 
2-872,641,574 
2-923,888,657 
2-925,304,519 
2-924,257,578 
2-9-25,261,036 

Stirling's  formula.         Initial  term  ?fo  =  2-653,297,705,1 

1 

2 
3 

4 
5 
6 

-653,713,380  7 
•158,687,710,1 
-039,097,112,7 
•009,490,751,4 
-002,338,309,5 
-000,567,620,6 

•08 

--056 

-■005,6 
•010,752 
•000,716,8 

•261,485,352,3 
•012,695,016,8 
-•002,189,438,3 
-•000,053,148,2 
•000,025,141,5 
•000,000,406,8 

2-914,783,057 
2-927,478,074 
2-925,288,636 
2-925,235,488 
2-925.260,629 
2-925,261,036 

BesseVs  formula.         Initial  term   (»« +  "i)  '2  =  3-019,826,323,0 

I 
2 
3 
4 
5 
6 

-733,057,235,8 
-180,608,954,3 
-043,842,488,4 
-010,801,811.3 
■002,622,119,8 
-000,646,032,0 

-1 
-•12 

•004 

•022,4 
--000,448 
--004,659,2 

-073,305,723,6 

-  021,673,074,5 
•000,175,370,0 
-000,241,960,6 

-  000,001,174,7 

-  -000,003,010,0 

2-9^6,020,599 
2-924,847,525 
2-925,022,895 
2-925,264,856 
2-925,263,681 
2-925,260,671 
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Note  II. — Investigation  of  the  approximate  error  due  to  the  omission 
of  terms  in  a  central  difference  formula. 

For  this  purpose  it  is  convenient  to  use  Gauss's  formula  which 
to  sixth  differences  is 


+  {n  +  \).,^?u_,  +  {n  +  \)A'n_. 


(4) 


In  this  formula  all  the  differences  are  ordinary  differences; 
and  all  the  coeflicients  are  ordinary  binomial  coefficients,  the 
coefficients  of  A-'""*"^!;.,.  and  of  \-'"^'u_,.-\  being  the  same  as 
those  of  x-'"^^  and  of  aj"'"+-  in  the  expansion  of  (1  +a;)"'^'". 

Gauss's  formula  can  easily  be  shown  to  be  identical  with 
Stirling's  formula  to  even  diff'erences,  and  with  BesseFs  formula 
to  odd  differences. 

The  coefficients  which  occur  in  the  formula  can  be  obtained 
by  the  continuous  multiplication  of  the  factors  in  the  accom- 
panying table,  which  also  gives  specimen  values  of  the  factors 
to  two  decimal  places. 


Factors 

of  the 

:oeffidt'nfs  in  Gauss' s  formula 

• 

Factor 

Sign 

Values 

u 

4- 

•L 

•  v) 

•3 

•4 

■5 

(11-1)12 

_ 

•45 

■4 

•35 

•3 

•25 

(«^l)/3 

+ 

•37 

•4 

•43 

•45 

■5 

(«-2)/-i 

— 

•47 

•45 

•42 

•4 

•37 

(»  -1-  2)/5 

+ 

•42 

•44 

•46 

•48 

•50 

(«-3)/6 

— 

•48 

■47 

45 

•43 

•42 

(»  +  3)/7 

+ 

•44 

•46 

•47 

•49 

•50 

(«-4)/8 

— 

•49 

•47 

•46 

■45 

•44 

We  may  suppose  that  n  is  not  gTeater  than  3.  In  that  case  the 
factors,  after  the  first  two  hues  in  the  table,  differ  little  from  •o, 
and  never  exceed  that  value.  Also  they  are  alternate!}' 
+  fe  and  —  ve. 

It  follows  that,  supposing  the  work  to  stop  after  fourth 
difference,  the  error  due  to  omitting  terms  after  that  involving 
A%_2  in  Gauss's  formula,  or  in  Stirling's  formula,  is 
approximately  the  difference  between  (^  +  1)4 .  A^2<_2  and  the 
expression 

{«+1)4A^|i+2A-^A2E-'-|a^E-=^  +  ^A^E-=  +  ,&c.I(_..(5) 
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so  that  the  expression  for  the  error  involves  the  fiftli  and 
higher  orders  of  differences. 

1  Tf  -I-  1 

Since  1  +  ^^  A  =  — -^ —  the  expression  (5)  can  be  transformed 

into 

(u  +  l),.A^^2-|l-^A^E-+^A^E-=^+...|i/_,  .     .     .(6) 

and  therefore,  if  in  Gauss's  formula  we  substitute  the  mean 

difference  A*  ^^^-^^ — —    for  A^^.othe  approximate  expression 

for  the  error  involves  the  sixth  and  higher  orders  of  difference  ; 
and  it  will  be  noticed  that  the  coefficient  of  the  sixth  difference 
in  (6)  is  less  than  that  of  the  fifth  difference  in  (5).  The 
substitution,  therefore,  improves  the  accuracy  of  the  formula 
in  a  sensible  degree  ;  but  when  the  substitution  is  made  it 
will  be  found  that  Gauss's  formula  then  becomes  identical  with 
Bessel's  formula  to  the  fourth  mean  difference  ;  and  therefore 
Bessel's  formula  to  the  fourth  mean  difference  is  usually  much 
more  accurate  than  Stirling's  formula  to  the  fourth  difference. 

In  the  same  way  an  expression  for  the  error  due  to 
omitting"  the  terms  in  Gauss's  formula,  or  in  Bessel's  formula, 
after  that  involving  A^«_2  may  be  written  down,  and  will  be 
found  to  involve  the  sixth  and  higher  order  of  differences. 
Using  the  relationship 

l-iAE-.=  l+E"" 


2  2 

to  transform  the  expression  for  the  error,  it  can  then  be  shown 

that    the     substitution    of    A^   ~'  ^, — —     for    A^»_o    improves 

Gauss's  formula  in  a  sensible  degree.  But  when  this  substitution 
is  made  Gauss's  formula  becomes  identical  with  Stirling's  formula 
to  fifth  differences,  and  therefore  Stirling's  formula  to  the  fifth 
mean  difference  is  usually  much  more  accurate  than  Bessel's 
formula  to  the  fifth  difference. 

The  same  argument  apphes  if  we  stop  at  any  other  point  in 
the  formula  provided  we  go  to  second  dift'erences  at  least.  The 
results  do  not  always  to  the  same  extent  apply  to  the  first  mean 
difference,  as  will  be  readily  understood  by  looking  at  the  table 
of  factors. 

A  comparison  of  the  expression  for  the  error  in  different  cases 
will  also  indicate  that  in  Stirhng's  formula  the  error  involved  in 


1916.]  Nutes  on  Finite  Differences.  27 

stopping  at  a  mean  odd  difference  after  the  first  is  of  the  same 
order  as  that  involved  in  stopping  at  the  next  even  difference  ; 
and  in  Bessel's  formula  the  error  involved  in  stopping  at  a  mean 
even  difference  is  of  the  same  order  as  that  involved  in  stopping 
at  the  next  odd  difference. 

All  these  results  can  be  readily  illustrated  from  the  numerical 
example  in  the  last  note.  Thus  the  error  involved  in  stopping 
at  the  third  mean  difference  in  Stirhng's  formula  should,  according 
to  our  investigation,  be  represented  approximately  by 

•25  X  (coefficient  of  third  mean  difference)  x  (fifth  difference) 
=  -25  X  -050  X  -002  =  -00003 

and  this  agrees  with  the  actual  error. 

We  have  only  considered  the  case  of  n  beuig  +ve  and  not 
greater  than  '5.  If  n  is  —  ve,  with  a  similar  hmitation  of  numerical 
value,  Gauss's  alternative  formula  can  be  employed,  namely, 

'?'»  =  «o+''-^"-i  +  («  +  l)2A-H_i -f  ()^^-l)3A='^<_._, (7) 

The  point  to  be  remembered  is  that  the  best  results  are 
obtained  by  ending  on  a  mean  odd  difference  in  line  with  Ho  in 
the  table  of  differences,  or  by  ending  on  a  mean  even  difference 
which,  if  n  is  -{-ve,  should  be  in  line  with  the  interval  between 
7(o  and  «i,  and  if  n  is  odd  should  be  in  line  with  the  interval 
between  iiq  and  ?f_i. 

It  is  necessary  to  add  that  these  rules  may  not  be  apphcable  if 
the  differences  of  the  order  at  which  we  stop  show  wide  fluctua- 
tions. In  such  cases  a  small  difference  should  be  selected  for 
the  final  term. 


[With  reference  to  par.  18  of  the  foregoing  notes, 
the  following  analytical  pi'oofs  of  the  various  central 
difference  formulas  may  be  of  interest.  All  the  formulas  are 
here  obtained  by  a  common  process,  namely,  by  (1)  equating* 
Ux  or  (1  + A)^(<oj  to  a  series  consisting  of  the  successive  central 
differences  with  unknown  coefficients ;  (2)  expressing  the 
central  differences  in  terms  of  ordinary  differences ;  and 
(3)  determining  the  general  coefficient  by  multiplying  up  by 
the  appropriate  powers  of  1  +  A.  We  add  demonstrations 
of  two  Avell-knoAvn  formulas  by  the  convenient  method 
of  operators. — Eds.  J.I.A.^  : 
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Central  Difference  Formulas. 
1.   To  ex-press  Uj^  in  terms  of  ordinary  Central  Differences. 

Let  /(.,.- Ao'^)  + A  1^0  + A260+A3C0  +  .  .  . 

Tlien^  since 

1  A    /        A\  A^ 

'«=aTApv^+2J"»'  ^'^"'- 

A         /I  \    A-  A^* 

fl  \         A-''  /^2;-+l 

*  •  ■  +  (,2'^^'-'  +  ^H(TTAp-+^^''+'(l+A)'-+''^-  •  ■ 

Multiplying  up  by  (1  +  A)'",  and  equating  coefficients  of  A'-'", 

1  ,         ^,     _  (r  +  ,:){r  +  .c-l)  ...  {s-r+l) 


Z  Ir  ! 

And,  multiplying  up  by  (1  +  A)'"^';,  and   equating-   coefficients 
ofA-'-+i; 

1  _fr  +  .t;+l)(r  +  a;)  .  .  .  (.r-r  +  l) 

2  A2,._ .  +  A2,.  +  A,,+ ,  -  (2,.+  ])! 

Hence,  by  subtraction, 


And  since 


A        _(r  +  ,.)(7-  +  .^^-l)  ..  .(.t-r) 
^2r+i-  (2r+l)! 

1  _1    (r  +  ,x— l)(r  +  a--2)  ■  ■  ■  (A--r-fl) 

2  -'■-'"  2*  (2r-lj! 

^■(r  +  A'-l)(r  +  a;-2)  .  .  .  [x-r-VY) 


A2, — 


2r! 


^■2      ,    0^+l).c(a— 1) 
".(•  =  ^'0  +  .r«o  +  ^  f>o  H y-| <'o 

,  .r(.r+l).rG«-l)^    , 
+ ^] «o  +  ^ 
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2.   To  express  ».,.  in  terms  of  Central  Interval  Differences. 

Let  Uj;  =  Ao,^{no+  III)  +  Aiao  +  Ao/3o  +  A3J0  +  ■  ■  ■ 

Then,  since 

•  •  •  +  V2^^^'--^+   -'•-V(i+A)'--'+   -'•(TTAV-  +  -  •  • 

Multiplying  up  by    (1+A)''~^,   and  equating  coefficients 
of  A^'-', 

1  .         ^  ,         _  (r  +  a!-l)(r+,r-2)  .  .  .  {x-r+\) 


2    ''    '  '      "-'  (2r-l)! 

And,  multiplying  up  by  (1  +  A)'',  and  equating  coefficients 

of  A-^'-, 

1  ,   A     _  (r  +  ^-'^Cr  +  x-l)  ...  ja^-r  +  l) 

y  Ao,._2-r  A2r-i  "r-«-2f —  2^7i 

Hence,  by  subtraction, 

'r  +  x-lXr-\-x-2)  .  .  .  (x-r) 


A,r  = 


2rl 
And,  since 

1  _  1   (r  +  .v-2){r  +  .v-S)  .  .  .  (x-r+}) 

2  -'■-'"  2*  (2r-2)  ! 

{2.x-l){r  +  x-2){r  +  x-3)  .  .  .  {x-r+V 


A.J,— 1  = 


2(2r-l)  ! 


1  /             N  ,  2.:?^-^       .   .^(a!— 1)^ 
«f=2(""  +  "i)H 2"""      — 2I — ^" 

,    (2a^-1):t<(a;-]) 
■^ 2731 '>'" 


Tl O0+    .   . 


+  4! 
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o.   To  express  Ux  in  terms  of  ^(w_i+hi),  Au_a,  &c. 
Let 

«  l- =  Ao, :^(»_i  +  Mi)  +  AiAM_i  +  A2A- -(-?<_:: +  M_i)  +  .  .   . 

Then,  since 

_^(t<,_5+7,,)  =  (l+A)-^fl+-,A)//„:    AM_.  =  (l+A)-iA»o;  &c. 

(l+A)--i  =  Ao-f(2A..  +  A.)A  +  A,^+(|A,  +  A3)y|^  +  ... 


/I  .  .        \     A^'-'  .         A^'- 


+  (^A.._...+  A.._,J--— :,.+A..-^ 


r. + 


1+A)'-'         ''(i  +  A)' 

Tlie  only  difference  between  this  identity  and  the 
corresponding  identity  in  (2)  is  that  (l4-A)-^+*  replaces 
(1  +  A)-^  on  the  left-hand  side. 

Hence,  by  following  the  same  process  as  in  (2)  with  the 

substitution  of  :v+  ^  for  x, 


A„.= 


(^,  +  ,_l)(,  +  ,_|)... (,_,+  !) 


•>,.  I 


and 


A2,-_l  — 


^2/-l)! 

„      1 


.z-  — 


1/  \  ■  4  A2u..n  +  A2tt_| 

'<.t.=  -f  it_j  +  ?<+ij  +  crA»_i-f  -^ -^ +.  .  . 

4.   To  express  u^  in  terms  of  iiq,  !<i  and  their  even   Central 
Difference."!. 

Let  « j;  =  AoMo  +  A2A0  +  A^'io  +  .  .  . 

-f  A,«,  +  A3?;,  +  A5(7i+  .  .  . 
Then,  since 

A-  A^ 

^""r+A"'''  '^""TT+aT-""'  "1=  ^^+-^^"<'5  fei  =  A-«o;  &C-, 

(H-A)-<--(A,  +  A,)+A,A+(A2  +  A3)^;J'_^  +  A3j^+  ... 
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Multiplying  up  by  (1  +  A) *■"',  and  equating  coefficients  of  A'^''~', 

_  {r  +  x-l){r  +  w—2)  .  .  .  {.v-r+1) 
-'■-'~  (2r-l)! 

And,  multiplying   up   by   (l+A)'",  and  equating  coefficients 
of  A-'-, 

A         +A      ^A         _{r-^x){r  +  x-l)  ...  jx-r+l) 

Hence,  by  subtraction,  since 

_  {r  +  x){r  +  x-l)  .  .  ■  (.%'-)•) 
^^"-^'~  (2r+])! 

_  {r  +  .7:-l){r  +  .r-2)  .  .  .  {x-r){l—x  +  r) 
-'■~  (2r+lj! 

or,  if  f  be  Avritten  for  1  —x, 


__(g  +  r)(g+r-l)  ...(^-r) 


(2r  + 
„  _.„    ,   (e+l)|(^-l).     ,   (^  +  2)(^+l)g(r-l)(^-2),    , 

(.r+l).r.r.x-l)  (.r  +  2)(.-  +  l)^<^-l)(a;-2) 

+  ■^«o  H Ti f^i  H ^-j di  + .  .  . 

d  !  o  ! 


5.  To  express  Uj.  in  terms  of  Mq,  Amq,  ^oj  -^^«-ij  f^o?  •  •  • 

Let  Uj.=  Ao?/o  f  AiAmq-F  Ao/;i,+  .  .  . 

Then,  since 

A-  A3 

A^  A3 

(l  +  A)-=Ao  +  A,A  +  A2y^+A3^-^^+  ... 

■^ '^^'--^ (TTa)^'  "^  ^^^'' oTa/) "^ •  •  • 

Multiplying    up     by    (l+A)*""',    and    equating    coefficients 

of  A^'-', 

_(r  +  x-l){r  +  x-2)  .  ..  (x-r+l) 
A2,_,-  (27-^1)1  ~ 
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And,  multiplying  u])  by    (1+A)'",  and  equating  coefficients 

of  A-'-, 

.          ,    ,          {r  +  x){r  +  x—\)  .  .  .  (x—r+l) 
A,,_,  +  A,,= — 

Hence,  bj  subtraction, 

_  {r  +  x-l)(r  +  x-2)  .  .  .  (x-r) 
-'-  ^^  2H 

.        .  x(a.  —  l),        (a;+l)x(x  —  l).^ 
-!(,.=:Wo  +  a'A7fo+^2T"    «       kr ^^"->-f-   •   •   • 


Subdivision  of  an  Interval. 

Hence, 

m         2     vi^  6  ni^ 

-  m-l)~+ -r ^^  — -  .  .  .' 


m-  m  12  ??i 


and  generally. 


.,      A"r,      m— 1  A      2m2_3^+lA2  )« 

o   ^  —  -'  i —  -|- —   -|-    .  .  .  V 

m''  I  2      7>i  6  m^  ) 

To  express  u  in  terms  ofw. 
'''"  (1  +  3)^-1 

Ul  U'o=Uo-\-lli+    .   .   .    +lh= g Wo 

^^^       Also       Au'o={iis  —  Uo)+{v6  —  ^ii)+.-.+  {nit—Hi)  =  {{l+8)^  —  l]w, 
."^        .-.       (1  +  S)  =  (1+A)3 

'"6        Hence      ».,=  ( 1  +  8)-'-Ha=  (1  +  8y         ^  —  Wo 

-(1  +  A)«^ A^ ^-0 

&c. 
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e.g.,  ^.,  =  (I+A)a|.-2.A+^.A-+...|^.o 

=  yi  +  ?A-i^A^+...l/L-2A+    f.A-^  + 
SJ    ^5         25  J  (        5     ^  25 

=  z  ic,  --— A-»',+  .  .  . 
o  i2o 

or,  if  third  differences  vanish, 

1  1     ., 

5^*^- 125^"^^'^ 


LEGAL    XOTES. 
Bij  William  Charles  Sharman,  F.I.A.,  Barrister-at-Lair. 

Assignment  of     J-^  making  au   advance  upon  the   security  of  an 
snbsV^ent        expcctaucv  or  spes  successionis,  one  of  the  difficulties 

Bankruptcy  of         .      -^  '  .  ,  .  .    , 

Mortgagor  i^  }ia,s  becii  uecBssary  to  consider  is  the  risk  of 
the  mortgagor  becoming  bankrupt  and  obtaining  his 
discharge  before  the  expectancy  has  become  an  interest.  By 
Sections  37  and  38  of  the  Bankruptcy  Act,  1883 — ^now  Sections 
30  and  31  of  the  Bankruptcy  Act,  1914 — the  effect  of 
bankruptcy  and  of  the  order  of  discharge  therein  (subject  to 
any  conditions  made  by  the  order  of  discharge  with  respect  to 
the  after  acquired  property  of  the  bankrupt)  is  to  release  the 
bankrupt  from  all  liability  under  contracts  creating  debts 
provable  in  bankruptcy,  and  it  has  generally  been  accepted  on 
the  strength  of  the  decision  of  the  Court  of  Appeal  in  Colhjer 
V.  Isaacs,  19  Ch.  D.  342,  that  in  the  case  of  a  mortgage  of  an 
expectancy  the  bankruptcy  of  the  mortgagor  and  order  of 
discharge  released  the  mortgagor  from  his  covenant  to  assign. 
This  decision  has,  however,  been  reversed  in  the  recent  case  of 
l7i  re  Lind  (1915),  2  Ch.  345,  where  the  Court  of  Appeal  upheld 
a  decision  of  Warrington,  J.,  to  the  effect  that  a  mortgage  by 

vol.  l.  d 


34  Legal  Notes.  [April 

assignment  of  an  expectancy  is  not  subject  to  any  risk 
depending  on  the  mortgagor  becoming  bankrupt  and  obtaining 
his  discharge  before  the  expectancy  becomes  an  interest. 

In  deciding  In  re  Lind,  which  was  a  mortgage  of  interests 
which  the  mortgagor  might  thereafter  acquire  in  his  mother's 
property  in  the  event,  which  subsequently  happened,  of  her 
dying  intestate,  the  Court  distinguished  Colhjer  v.  Is(uics  on  the 
ground  that  in  the  latter  case,  the  assignment  of  the  future 
chattels  was  construed,  not  as  an  actual  assignment,  but  as 
a  mere  license  to  seize  the  future  chattels. 

The  facts  in  hi  re  Lind  are  as  follows : 

(1)  By  an  indenture  dated  21  February  1905,  Hugh  James 
Lawrence  Lind  mortgaged  his  interest  expectant  as  prospective 
next  of  kin  of  his  mother  Florence  Lind,  a  lunatic,  (including 
property  therein  specifically  mentioned),  to  the  Norwich  Union 
Life  Insurance  Society,  to  secure  the  repayment  of  £800  and 
interest. 

(2)  By  an  indenture  dated  20  May  1908,  Hugh  J.  L.  Lind 
mortgaged  his  expectant  interest  (including  property  specifically 
mentioned  therein)  to  Henry  Lewis  Arnold,  subject,  however,  to 
the  mortgage  dated  21  February  1905. 

(3)  On  15  August  1908,  Hugh  J.  L.  Lind  was  adjudicated 
bankrupt.  No  proof  in  the  bankruptcy  was  lodged  by  either  of 
the  defendants,  the  Norwich  Union  and  Arnold,  and  by  an  order 
dated  12  October  1910,  the  said  H.  J.  L.  Lind  obtained  his 
discharge  in  bankruptcy. 

(4)  By  an  indenture  dated  29  May  1911,  between  Hugh  J.  L. 
Lind  of  the  one  part,  and  the  Industrials  Finance  Syndicate, 
Limited,  the  plaintiffs,  of  the  other  part,  the  said  Hugh  J.  L. 
Lind  in  consideration  of  £260  sold  and  assigned  his  expectancy 
to  the  plaintiffs,  subject  to  a  trust  thereby  declared  as  to  one 
moiety  thereof  in  favour  of  himself. 

(5)  The  said  Florence  Lind  died  intestate  on  15  February 
1914,  and  thereupon  the  said  H.  J.  L.  Lind  became  entitled 
(subject  to  the  respective  claims  of  the  plaintiffs  and  the 
defendants,  the  Normch  Union  and  Hemy  Lewis  Arnold)  as 
one  of  the  next  of  kin  to  one  equal  tenth  part  or  share  of  and 
in  her  personal  estates  and  effects.  This  share  was  estimated  to 
amount  to  about  £4,500,  subject  to  the  administrator's  costs. 

(6)  By  an  indenture  dated  6  31arch  1914  (endorsed  on  the 
indenture  dated  29  May  1911)  Hugh  J.  L.  Lind,  by  way  of  further 
assurance,  absolutely  assigned  to  the  plaintiffs  all  the  share  to 
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which  he  had  become  entitled,  but  subject  to  a  trust  as  to  one 
moiety  in  favour  of  himself. 

(7)  Letters  of  Administration  to  the  estate  of  the  said 
Florence  Lind  were  granted  to  George  McClintoch  Lind,  and  as 
administrator  he  was  made  a  party  to  the  action. 

The  plaintiffs  claimed  a  declaration  that  as  assignees  of 
Hugh  J.  L.  Lind  they  were  entitled  by  virtue  of  the  indentures 
dated  29  May  1911  and  6  March  J  914,  respectively,  to  one  equal 
tenth  part  or  share  of  and  in  the  personal  estate  of  the  said 
Florence  Lind,  deceased,  subject  as  to  one  moiety  of  the  said 
share  to  the  trust  declared  in  favour  of  Hugh  J.  L.  Lind. 

They  claimed  to  be  entitled  to  the  fund  on  the  ground 
that  the  assignments  in  favour  of  the  Norwich  Union  and 
Henry  Lewis  Arnold  were,  in  law,  nothing  but  contracts  to 
assign,  creating  debts  provable  in  bankruptcy,  and  that  by 
sections  37  and  38  of  the  Bankruptcy  Act,  1883,  the  effect  of 
the  bankruptcy  and  of  the  order  of  discharge  therein  had  been 
to  release  Hugh  J.  L.  Lind  from  all  liability  under  such 
contracts,  and  accordingly  to  render  the  assignments  wholly 
ineffectual. 

The  Court  of  Appeal,  consisting  of  Swiufen  Eady,  Phillimore, 
and  Bankes,  L.JJ.,  upheld  the  judgment  of  Warrington,  J., 
that  the  Norwich  Union  and  Henry  Lewis  Arnold  were  at  the 
time  of  the  bankruptcy  entitled,  not  merely  to  the  benefit  of 
the  personal  obhgation  on  the  part  of  the  mortgagor  resulting 
in  a  claim  for  damages,  but  to  a  prospective  interest  in  the 
distributive  share  in  question,  taking  effect  automatically  on 
the  death  of  Florence  Lind  ;  that  the  indentures  of  21  February 
1905  and  20  May  1908  were  valid  and  effectual  mortsafres  or 
charges  of  the  share  and  interest  of  Hugh  J.  L.  Lind  as  one  of 
the  next  of  kin  of  Florence  Lind  ;  and  that  the  Norwich  Union 
and  Henry  Lewis  Arnold  were  both  entitled  to  rank  in  priority 
to  the  plaintiffs. 

In  giving  judgment,  Swinfen  Eady,  L.J.,  said :  '"  Is  the 
"  contention  well  founded  that  the  rights  of  mortgagees  of  an 
"  expectancy  rest  only  on  contract  giving  rise  to  a  right  of 
"  proof  if  the  assignor  shall  become  bankrupt  before  the 
"  expectancy  vests  in  interest,  but  otherwise  barred  bv  the 
"  bankruptcy  and  discharge  of  the  bankrupt  ?  In  mv  opinion 
"  the  answer  must  be  in  the  negative ;  the  security  of  the 
"  mortgagee  remains  in  force  and  becomes  effective  whenever 
"  the  expectancy  vests  in  interest." 
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The  validity  of  an  equitable  assignment  of  a  cJiose 

Validity  of  an  •  ,  •  •  1  1      •         j  i  r    /-< 

Equitable  ui  octiou  was  considered  in  the  case  oi  herman  v. 

Assignment.  i  m 

lates  and  mtother,  reported  32  T.L.K.  52,  and  as 
the  principles  upon  which  the  judgment  was  based  would 
appear  to  be  applicable  to  an  assignment  of  a  policy  of 
assurance  the  case  will  doubtless  be  of  interest. 

The  facts  are  as  follows :  Mrs.  German  some  time  before 
her  death  lent  £100  to  Sophia  Yates  and  took  from  her 
an  I.O.U.  acknowledgmg  receipt.  Later  she  and  Sophia 
Yates  and  Maria  Yates  met  together  and  carried  out  the 
following  transaction.  Mrs.  German  said  that  she  would 
like  Maria  Yates  to  have  the  benefit  of  the  debt,  to 
whom  she  asked  Sophia  Yates  to  pay  the  £100  when  due. 
Sophia  Yates  agreed  to  do  so,  and  Mrs.  German  thereupon 
tore  up  the  old  I.O.U.  addressed  by  Sophia  Yates  to  her.  and 
Sophia  Yates  wrote  out  and  handed  to  Maria  Yates  a  new 
I.O.U.  for  £100  payable  to  the  latter.  On  Mrs.  German's 
death,  the  plaintiff,  her  widower  and  administrator,  asked 
Sophia  Yates  to  repav  the  £100  which  he  knew  she  had  had 
from  his  wife.  Sophia  Yates  set  up  the  defence  that  the 
debt  had  been  assigned  to  ^laria  Y'ates,  and  she  refused 
to  pay  the  plaintiff'  ;  and  thereupon  this  action  was  brought, 
Sophia  Y^ates  and  Maria  Yates  being  made  defendants. 

Lush,  J.,  in  giving  judgment  for  the  defendants,  said  that  in 
view  of  all  the  evidence  he  had  come  to  the  conclusion  that  the 
defendant's  story  was  correct.  That  being  the  position,  was 
there  a  good  equitable  assignment  of  the  £100  i  For  the 
plaintiff  it  was  contended  that  equity  would  not  assist  a  person 
who  claimed  under  an  imperfect  gift,  and  would  not  complete 
an  imperfect  gift  by  turning  the  donor  into  a  trustee  for  the 
donee  {Richards  v.  Delbridge,  11  Eq.  Cas.  15).  That  would  be 
true  if  they  were  dealing  with  a  chattel  or  with  choses  in  actum, 
such  as  shares  in  a  company,  which  the  law  required  to  be 
transferred  in  some  particular  way. 

Here  the  subject  matter  was  a  simple  chose  in  action  which 
could  be  transferred  so  as  to  give  the  transferee  a  right  to  sue 
under  the  Judicature  Act  and  could  also  be  transferred  by 
equitable  assignment.  Xo  form  of  words  was  required  for  an 
equitable  assignment ;  the  only  thing  that  was  necessary  was 
to  make  the  meaning  plain  [Brandts  v.  Dunlop  (1905),  A.C.  at 
p.  462;  21  T.L.R.  710).  It  was  fmther  contended  for  the 
plaintiff  that  since  the  Judicature  Act  the  creditor  could  make 
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a  good  legal  assignment  irnder  the  Act,  and  that  if  he  purported 
to  make  an  equitable  assignment  without  consideration  he  was 
tr3'ing  to  do  what  could  be  quite  well  done  in  another  way,  and 
the  transaction  failed.  But  he  (Lush,  J.)  could  not  accept  that 
view.  Brandos  v.  Dimlop  (at  p.  461)  showed  that  the  Act  had 
not  destroyed  equitable  assignments  or  impaired  their  efficiency 
in  any  way,  and  they  still  existed  alongside  of  the  new  kind  of 
assignment  under  section  25.  Nor  could  he  accept  the  view 
that  the  assignment  here  was  invalid  because  it  was  incom- 
plete ;  it  was  perfectly  good  and  complete. 

There  remained  the  question  whether  the  assignment  was 
invalid  for  want  of  consideration.  It  might  be  that  if  a  creditor 
ordered  his  debtor  to  pay  the  money  to  some  other  person  he 
might  revoke  the  order  if  it  was  given  without  consideration  ; 
but  if  the  creditor  died  without  revoking  it,  his  executor  could 
not  ignore  the  transaction.  He  held,  therefore,  that  the  plaintiff's 
action  failed. 

There  was,  he  added,  a  further  answer  to  it  ;  that,  in  fact, 
the  transfer  here  was  made  for  good  consideration.  Sophia  Yates 
entered  into  an  obhgation  to  pay  ^laria  Yates,  and  even  if  in 
fact  the  assignment  was  ineffective  and  her  obhgation  was 
non-existent,  yet  if  she  and  all  the  parties  beheved,  as  in  the 
circumstances  they  were  justified  in  doing,  that  it  was  a  valid 
transaction,  there  was  sufficient  consideration  to  support  an 
equitable  assigiiment. 


In  the  case  of  United  London  &  Scottish  Insurance 
oftos^i-ance"'  Co.  V.  Oumium  Insurance  Corporation,  84  L.J.  Ch. 
FaUMe"'''  777,  the  House  of  Lords  affirmed  the  ludgment  of 

to  transfer  '  "•         " 

D^Mit'^  the  Court  of  Appeal  decreeing  specific  performance 

of  an  agreement  for  the  sale  of  the  business  of  an 
insurance  company,  notwithstanding  that  the  vendor  company 
was  unable  to  make  a  clean  transfer  of  the  £20,000  statutory 
deposit. 

The  facts  are,  briefly,  as  follows  :  An  agreement  was  made 
between  the  two  companies  on  14  June  1911  for  the  sale  of  the 
respondents'  business  other  than  that  of  fife  assurance  to 
the  appellants,  inclusive  of  the  two  deposits  of  £20,000  each 
deposited  by  the  vendor  company  with  the  Paymaster-General 
under  the  provisions  of  the  Assurance  Companies  Act,  1909. 

Immediately  after  the  sale  agreement  had  been  ratified  by 
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the  shareholders  of  the  respective  companies,  the  appellants,  as 
purchasers,  began  to  deal  with  the  assets  and  business  of  the 
respondents  as  the  proprietors  thereof,  and,  after  the  agreement 
had  been  sanctioned  by  the  Court,  took  entire  possession  and 
control  of  the  assets  and  business  comprised  in  the  sale 
agreement.  Although  the  sale  agreement  included  the  employers' 
liability  business  of  the  respondents,  yet  the  appellants,  not 
having  any  statutory  deposit  in  Court  which  would  enable  them 
to  carry  on  business  of  that  character,  found  themselves 
unable,  without  the  assistance  of  the  respondents,  to  carry  on 
business  of  that  class ;  but,  being  desirous  of  retaining  the 
goodwill  of  that  branch  of  the  business  which  had  been 
transferred  to  them,  an  agreement  was  entered  into  between 
the  two  companies,  under  which  the  respondents  agreed  to 
permit  the  appellants  to  issue  employers'  liability  policies  in 
the  name  of  the  respondents  until  such  time  as  the  appellants 
should  themselves  have  a  deposited  fund  which  would  entitle 
them  to  carry  on  such  business  in  their  own  name.  The  agree- 
ment secured  to  the  respondents  a  proper  indemnity  against 
all  claims  in  respect  of  such  policies. 

The  petition  for  transfer  of  the  employers'  liability  deposit 
to  the  appellant  company  came  on  for  hearing  in  December 
1911,  but,  in  view  of  the  liabilities  to  assured  persons  still 
resting  upon  that  fund  at  that  date,  and  being  in  fact  increased 
by  the  acts  of  the  appellants  in  issuing  further  policies  in  the 
name  of  the  respondents,  the  Board  of  Trade  opposed  the 
transfer  of  the  fund,  and  accordingly,  by  consent  of  the  parties, 
the  petition  stood  over  generally. 

Xo  deposit  for  the  purposes  of  employers'  liability  business 
was  ever  made  by  the  appellants,  and  in  February  1912,  when 
they  became  financially  embarrassed  to  a  serious  degree,  they 
abandoned  their  intention  of  carrying  on  that  class  of  business. 
On  22  February  1912  the  appellants  forwarded  to  the  respon- 
dents for  settlement  a  claim  upon  a  fire  policy  issued  by  the 
respondents,  and  from  that  date  forward  the  appellants  con- 
sistently refused  to  discharge  any  further  claims  or  liabilities  in 
respect  of  the  business  of  the  respondents  which  had  been  taken 
over  by  the  appellants,  and  caused  all  such  claims  to  be 
forwarded  to  the  respondents  for  settlement,  repudiating  liability 
therefor. 

In  these  circumstances  the  respondents  commenced  an  action 
claiming  a   declaration  that  their   liabilities  and   engagements 
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ought  to  be  satisfied  and  discharged  by  the  appellants  so  soon 
as  thev  matured  or  became  payable,  and  for  specific  performance 
of  the  sale  agreement  so  far  as  it  remained  unperformed.  The 
appellants  replied  that  the  respondents  had  failed  to  carry  the 
agreement  into  effect  inasmuch  as  they  had  failed  to  make  over 
to  the  appellants  the  employers'  liability  deposit. 

Sargant,  J.,  decreed  .specific  performance  of  the  sale  agree- 
ment, and  his  judgment  was  affirmed  by  the  Court  of  Appeal. 
The  defendant  company  appealed  to  the  House  of  Lords,  but 
the  appeal  was  dismissed. 

The  Lord  Chancellor  (Viscount  Haldane)  in  his  judgment 
said  :  •  •  It  is  said  there  was  a  duty  on  the  part  of  the  respondent 
"  company,  as  they  could  not  transfer  the  £20,000  deposit,  to 
"  provide  another  deposit  to  take  its  place.  I  can  find  no 
"  contract  or  trace  of  any  such  obligation  in  the  agreement 
"  which  was  entered  into  on  14  June  1911.  Nor  do  I  see  that 
'■'  the  respondent  company  failed  to  do  anything  which  they 
"  could  have  done  in  order  to  make  possible  the  transfer  of  the 
"  deposit.  The  contract  was  not  to  transfer  £20,000,  but  the 
"  transfer  of  this  deposit  of  £20,000,  which  was  in  Court,  subject 
"  to  the  rules  relating  to  the  employers"  liabihty  business ;  and 
"  I  do  not  find  that  the  respondent  company  made  any  default." 


The  case  of  Hughes  v.  Liverpool  Victoria  Legal 
^t^"SeTa  Frwndhj  Society,  31  T.L.R.  635,  deals  with  the 
^':JS,''of2^Qrabie  question  whether  premiums  paid  under  a  policy 
of  life  assurance  which  is  void  for  want  of 
insurable  interest,  can  be  recovered  back.  The  case  is  one  of 
a  numerous  class  which  is  constantly  coming  before  the  Courts, 
and  it  would  not  have  been  thought  necessary  to  refer  to  it  in 
these  Notes  but  for  the  fact  that  Scrutton,  J.,  in  the  course  of 
jrivin"  i  udsment  for  the  defendants  used  the  following  words  : 
"  I  decline  to  hold  that  in  the  case  of  a  poHcy  prohibited  by 
"  statute  under  penalty,  money  paid  under  it  can  be  recovered 
"  back  if  the  payment  was  induced  by  a  fraudulent  misrepre- 
"  sentation." 

In  view  of  these  words,  which  at  first  sight  appear  to  con- 
flict with  the  generally  accepted  opinion  on  the  question,  it  has 
been  suggested  that  a  short  reference  to  the  law  on  the  point 
might  be  useful. 

The  general  rule  with  regard  to  money  paid  in  respect  of  an 
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illegal  contract  which  has  been  wholly  or  partly  carried  out,  is 
that  the  amount  paid  cannot  be  recovered  back,  the  exception 
being  that  a  payment  so  made  by  a  party  not  in  "pari  delicto 
with  the  other  is  still  recoverable  though  the  contract  has  been 
carried  out.  This  rule  was  followed  in  the  cases  of  Cunliffe  v. 
British  Worlmajfs  Assurance  Co..  and  Harse  v.  Penrl  Life 
Assurance  Co.,  mentioned  by  ]\Ir.  Barrand  in  his  paper  en- 
titled, '-'Further  Xotes  on  Some  Legal  Aspects  of  Life  Assurance 
Practice'",  J. LA.,  vol.  xli,  p.  109.  Li  the  first  case  it  was  held 
that  the  parties  were  not  in  pari  delicto  and  the  premiums  were 
ordered  to  be  returned,  and  in  the  second  the  Court  of  Appeal 
held  that  the  parties  must  l)e  taken  to  be  in  pari  delicto,  and 
the  premiums  were  not  recoverable. 

The  statement  of  Scrutton,  J.,  taken  alone,  is  apparently 
inconsistent  with  the  general  rule,  but  taken  in  conjunction  with 
his  remarks  in  the  course  of  his  judgment,  and  particularly  his 
reference  to  the  plaintiff  as  a  professional  gambler  in  the  lives 
of  others,  the  inconsistency  disappears,  and  had  the  question 
been  raised  there  is  little  doubt  that  the  parties  would  have 
been  held  to  have  been  in  pari  delicto.  The  decision  of  the 
Judge  is  quite  in  accord  with  this  view,  and  I  think  his  state- 
ment should  be  taken  more  in  the  nature  of  an  obiter  dictum 
than  an  expression  of  the  general  law  on  the  question. 


I  am  indebted  to  Mr.  G.  J.  Lidstone  for  calhng  my 

Married  Women's  °     .   "^ 

A^sarlnce  atteutiou  to  0,  casc  which  raised  an  interesting  pomt 

,^|cotiand)  Act,  ^^  ^^  ^-^q  rights  of  a  wlfc  lu  a  policy  of  assurance  on 
?fte'r"oifcr^'  ttie  life  of  her  husband  under  the  Married  Women's 
Policies  of  Assurance  (Scotland)  Act,  1880,  where  the 
marriage  was  dissolved  bv  divorce  for  desertion  at  the  husbands 
instance.  The  case  in  question  is  that  of  Wallace  v.  Wallace, 
reported  1916,  1  Scots.  Law  Times  163.  The  pursuer  was  Hugh 
Hutchison  AVallace,  and  he  sued  his  former  wife,  Mrs.  Alberta  Jane 
Robertson  or  Wallace  and  the  Scottish  Temperance  Life  Assurance 
Company,  Limited,  Glasgow,  for  a  declaration  that  she  had  forfeited 
all  right  in  a  policy  for  £500  issued  by  the  company  in  1896  on  his 
life  for  her  benefit  as  his  wife  under  the  provisions  of  the  Statute 
referred  to,  and  that  he  had  full  right  now  to  transact  with  the 
defenders  the  said  Assurance  Company,  and  to  grant  a  sufficient 
discharge  to  them  for  any  sum  payable  to  him  under  the  poUcy 
as  the  surrender  value  thereof,  or  to  deal  with  it  otherwise  as 
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lie  and  they  might  think  proper.  The  material  clauses  of  the 
policy  were  as  follows  : 

"  Under  the  provisions  of  the  Married  Women's  Policies  of 
Assurance  (Scotland)  Act,  1880. 

•'  Whereas  Hugh  Hutchison  Wallace,  20,  Carrick  Park,  Ayr. 
Laundry  Proprietor,  being  desirous  to  effect  an  assurance  on 
the  life  of  himself  for  the  benefit  of  his  ^^'ife,  Mistress  Alberta 
Jane  Robertson  or  Wallace,  in  terms  of  the  above  recited  Act 
and  in  x-irtue  of  the  provisions  contained  therein  (hereinafter 
called  the  assured)  to  the  extent  of  the  sum  of  five  hundred  pounds 
sterHng,  with  the  Scottish  Temperance  Life  Assurance  Company, 
Limited.  .  .  . 

"  Now  this  policy  witnesseth  that  if  the  said  Hugh  Hutchison 
Wallace  shall  die  before  or  upon  the  Twenty-Seventh  day  of 
March,  One  Thousand  Eight  Hiuidred  and  Ninety-Seven,  or 
shall  hve  beyond  such  day,  and  shall,  on  or  before  the  Twenty- 
Seventh  day  of  March  in  every  year  during  the  continuance  of 
this  assurance  pay  to  the  said  company  the  premium  of  fifteen 
pounds,  nineteen  shilhngs  and  two  pence,  then  the  said  companv 
shall  be  subject  and  liable  to  pay  the  sum  of  five  hundred  pounds 
sterling  to  the  said  Mistress  Alberta  Jane  Robertson  or  Wallace 
who  is  hereby  nominated  trustee  in  terms  of  the  said  recited  Act 
or  to  her  legal  representative  in  trust  for  the  purposes  herein- 
before expressed,  within  one  calendar  month  after  the  death 
of  the  said  Hugh  Hutchison  Wallace  shall  have  been  certified 
and  proved  to  the  satisfaction  of  the  Directors  of  the  said 
company." 

Mrs.  Wallace  did  not  appear,  but  the  company  defended, 
a.nd  maintained  that  they  were  only  bound  to  recognise  the 
wife  who  was  nominated  as  trustee  mider  the  pohcy  as  the  sole 
person  authorised  by  the  statute  to  give  a  discharge,  and  in  any 
event,  they  were  not  safe  to  transact  Anth  the  pursuer  without 
the  sanction  of  a  decree  by  the  Court. 

The  pursuer  had  paid  the  annual  premium  down  to  the 
present  time,  and  by  bonus  additions  the  policy  had  now  acquired 
a  considerable  value.     The  parties  were  divorced  in  March,  1915. 

Lord  Anderson,  in  giving  judgment,  held  that  the  statute 
as  gathered  from  its  preamble  was  intended  to  benefit  married 
women  and  children  in  Scotland,  and  that  the  language  of  the 
operative  section  was  only  consistent  wdth  a  subsisting  relation- 
ship of  husband  and  wife,  and  that  any  trust  for  the  Avife 
necessarily  lapsed  upon  the  cessation  of  such  relationship.     In 
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these  circumstances,  his  Lordship  held  that  the  pursuer  had 
now  right  to  the  pohcy,  and  he  granted  decree  against  the  in- 
surance company  accordingly,  but  as  in  his  opinion,  the  insurance 
company  had  properly  defended  the  action  in  their  own  protection 
seeing  the  pursuer  was  unable  to  give  them  the  receipt  of  Mrs. 
Wallace  and  stated  their  difficulties  against  payment,  the  de- 
fenders were  entitled  to  the  safeguard  of  his  decree  before  paying 
to  the  pursuer,  and  he,  therefore,  held  the  insurance  company 
entitled  to  expenses  against  the  pursuer. 


In  the  case  of  the  Gresham  Life  Assurance  Society 

Income  Tax.  '  "^ 

i3  an  agreement   {Limited)  V.  Attomey-Generol,  32  T.L.R.  264  ;  (1916), 

as  to  method  of  i  r,         i  ■  •        -i 

assessment  in      \\ .  ^ .  48.  thc  pouit  was  raiscd  as  to  whether  an 

future  years  -  C 

binding  ■>  agreement  entered  into  between  the  assurance  society 

and  the  Surveyor  of  Taxes  as  to  the  amount  which  should  be 
accepted  as  the  estimated  annual  profit  of  the  society  until  the 
next  quinquennial  valuation  was  binding  upon  the  Crown  so  as 
to  prevent  the  Crown  during  the  next  five  years  from  assessing 
the  society  on  an  income  instead  of  a  profit  basis,  whatever  the 
state  of  the  law  might  be.  It  was  held  that  the  Surveyor  had  no 
poAver  to  make  any  such  agreement. 

The  facts  are  as  follows  :  The  plaintift'  company  was  formed 
in  1848  and  has  since  carried  on  the  business  of  a  hfe  assurance 
company.  A  large  proportion  of  the  company's  business  was 
and  is  carried  on  outside  the  United  Kingdom,  and  it  was  therefore 
necessary  that  large  investments  should  be  maintained  abroad, 
such  investments  in  some  cases  being  required  to  be  invested  in 
the  national  funds  of  those  foreign  countries.  Before  1911,  the 
plaintiffs  were  assessed  to  and  paid  income  tax  on  income  in 
accordance  with  the  decision  in  Gresham  Life  Assurance  Company 
(Limited)  v.  Bishop  (1902  A.C.,  287).  The  usual  quinquennial 
valuation  up  to  1910  was  made  of  the  assets  and  habihties  of  the 
company,  and,  as  a  result,  correspondence  took  place  between 
the  company  and  the  Surveyor  of  Taxes,  it  being  the  intention 
of  the  Surveyor  to  change  his  practice  and  thenceforward  to 
assess  the  company  on  profits  instead  of  on  income. 

On  19  April  1912,  the  Surveyor  of  Taxes  wTOte  to  the  company 
enclosing  an  amended  computation  shewing  the  annual  profit 
of  £38,983,  and  stating  that  to  be  the  habihty  for  the  year  1911-12 
and  the  four  succeeding  years,  and  asking  if  the  company  agreed 
to  the  figure.     The  reply  was  in  the  affirmative. 
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The  company  paid  its  income  tax  for  1911-12  on  the  profit 
basis  and  for  the  two  succeeding  years  they  were  assessed  by 
the  Surveyor  at  the  same  figures  without  being  called  on  to 
make  any  return. 

By  the  Finance  Act,  1914:,  Section  5,  all  income  arising  from 
securities,  stocks,  shares  or  rents  in  any  place  outside  the  United 
Kingdom  o^med  by  any  person  or  company  resident  in  the  United 
Kingdom  is  rendered  liable  to  British  income  tax  whether  such 
tax  is  remitted  to  the  United  Kingdom  or  not.  Accordingly, 
on  October  14,  1914,  the  plaintiffs  were  asked  to  furnish 
information  to  the  taxing  authority  so  that  it  might  decide 
whether  it  should  revert  to  its  former  practice  and  tax  the 
company  on  its  income  instead  of  on  its  profits. 

The  question  arose  whether  the  letters  constitute  a  vahd 
agreement  between  the  plaintift's  and  the  Crown  that  the  agreed 
figure  of  £38,983  should  be  accepted  as  the  estimated  annual 
profit  of  the  company  imtil  the  next  quinquennial  valuation, 
and  that  the  Crown  would  not,  during  the  next  five  years, 
whatever  the  state  of  the  law  might  be.  assess  the  company 
on  an  income  instead  of  a  profit  basis. 

Astbury,  J.,  in  the  course  of  his  judgment  said  : 

"  It  is  clear  on  the  authorities  that  in  assessing  a  society  of 
"  this  kind  there  is  an  option  to  tax  under  Case  1  or  Case  4,  or  5, 
"  Schedule  D,  or  both,  provided  that  the  subject  is  not  taxed 
■"  twice  in  respect  of  the  same  money. 

'■  Three  questions  have  been  argued  before  me,  namely, 
'■  (1)  Could  such  an  agreement  as  that  alleged  be  entered  into 
''with  the  Crown?  (2)  Had  the  Surveyor  any  authority  to 
■■  make  such  an  agreement  ?  (3)  Did  the  Surveyor  purport  to 
'■  make  any  such  agreement  ?  The  plaintift's  say  that  this  agi-ee- 
"  ment  was  made  and  acted  on  for  five  years.  I  see  no  evidence 
''  of  that.  It  is  true  that  in  1912  an  arrangement  was  made, 
■■  and  that  the  four  succeeding  years  are  referred  to.  In  the 
"  years  1912-13  and  1913-14  the  authorities  in  fact  assessed 
'■  the  plaintiffs  on  the  agreed  figures  of  their  profits  as  shewn 
"  by  the  past  quinquennial  valuation.  But  there  is  no  evidence 
"  that  in  so  doing  the  authorities  were  acting  or  purporting  to 
"  act  on  any  agreement  which  would  prevent  them,  if  they 
'■  thought  fit,  from  reverting  to  another  basis  of  assessment. 
'"  The  income-tax  is  a  yearly  tax. 

"  The  Sohcitor-General  says  that  in  1911  the  taxing 
'■  authorities  had  no   power  to  make  any  contract  with  the 
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■'  plaintiifs  either  as  to  the  assessment  to  be  made  iu  subsequent 
''  years,  or  as  to  the  basis  of  making  any  such  assessment.  As 
"  each  yearly  Act  is  passed  the  authorities  have  an  option  to 
"  tax  either  on  an  income  or  a  profit  basis,  and  I  think  that  in 
"  each  year  that  option  should  be  exercised  in  a  way  most 
"  favourable  to  the  Crown.  The  duties  and  powers  of  the 
'■  Surveyor  are  defined  in  the  Acts  and  he  cannot  go  outside 
"  them.  I,  therefore,  find  that  the  statutes  give  no  power 
"  either  to  the  Board  or  the  Surveyor  in  one  year  to  tie  the 
"  hands  of  the  authorities  for  four  succeeding  years.  Therd 
'■'  will  be  judgment  for  the  Crown." 


The  case  of  In  re  Fanwl  Fades  Irvine  cC-  Co.,  Limited, 

Courts 

p^owlrffT/t,       Carpenter  v.   TJie  Company  (1915)  1   Ch.  22,  is  of 
t'^*" ,  considerable  importance  to  mortjiaaees.  and  in  view 

Foreclosure.  J^  o    <_  ' 

of  the  large  number  of  mortgages  held  by  hfe  assurance 
companies,  will  probably  be  of  interest  to  their  oflicials  who  deal 
with  this  class  of  investment. 

The  case  in  question  was  a  debenture  holder's  action  in 
which  the  plaintiff  on  behalf  of  herself  and  all  other  debenture 
holders  claimed  (1)  a  declaration  of  charge  upon  all  the  under- 
taking, assets,  and  effects  of  the  company ;  (2)  all  necessary 
and  proper  accounts  and  enquiries ;  (3)  payment  of  the  amount 
secured ;  (4)  foreclosure  or  sale  ;  and  (5)  the  appointment  of  a 
receiver  and  manager. 

The  writ  was  issued  on  2  October  1914,  and  the  plaintift' 
now  moved  for  the  appointment  of  a  receiver  and  manager. 
The  plaintiff  had  made  no  application  to  the  Court  under  the 
Courts  (Emergency  Powers)  Act  1914,  (1)  for  liberty  to  bring  or 
proceed  with  the  action,  and  the  defendants  took  the  objection 
that  in  the  absence  of  such  an  application  the  motion  could  not 
be  entertained.  It  was  held  that  a  debenture  holder  can  issue 
a  writ  of  summons  claiming  the  usual  rehef  in  a  debenture 
holder's  action  and  move  for  the  appointment  of  a  receiver  and 
manager  without  any  application  to  the  Court  under  the  Courts 
(Emergency  Powers)  Act.  1914. 

Warrington,  J.,  in  deciding  that  the  defendants'  objection 
failed,  made  some  observations  on  the  word  "'  foreclose  "  as 
used  in  section  1,  subsection  1  (b)  of  the  Courts  (Emergency 
Powers)  Act,   1914.     He  said  :     "  Now  I  return  to  the  word 
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"  '  foreclose.'      What    does    that     meau  ?      Foreclosure    as    a 

■'  thing  which  can  be  done  by  a  person  has  no  meaning.     Fore- 

'•  closure    is   done   by   the   order    of    the    Court,    not    by   any 

"  person.     In  the  strict  legal  sense  it  is  nothing  more  than  the 

''  destruction  of  the  equity  of  redemption   which  has  previously 

"  existed.     What,   then,   is  meant   in  this  clause   by  the  pro- 

"  hibition  against  foreclosure  ?     I  am  not  prepared  to  say  what 

"  it  does  mean,  but  I  am  prepared  to  say  that  in  my  opinion  it 

"  does  not  mean  to  prevent  a  person  from  issuing  a  writ  of 

"  summons  for  foreclosure.     All  that  the  Court  does  in  such  an 

"  action  is  to  direct  an  account  of  what  is  due  on  the  security, 

'■  and    that    if     it    is   not     paid   ^^'ithin    a  certain    time,    the 

"'  equity  of  redemption  shall  be  foreclosed.     But  even  that  is 

'■  not  foreclosure  absolute,  to  obtain  which  the  mortgagee  has 

''  got   to   get   a   further   order.     Now    looking   at    the   general 

"  intention  of  the  Act,  what  possible  object  can  there  be  in 

'■  preventing  a  man  from  taking  the  prehminary  proceedings 

■■  as  the  result  of  which  he  may  obtain  a  judgment  for  foreclosure 

"  from  the  Court.     I  see  none  whatever.     It  seems  to  me  that, 

"  whatever  may  be  the  meaning  of  the  expression  '  foreclose  ' 

"  in  this  Act,  it  does  not  mean  that  a  man  may  not  put  himself 

"  in  a  position  to  obtain  an  order  of  foreclosure  from  the  Court. 

"  In  my  opinion,  therefore,  the  Act  does  not  prevent  the  issue 

"  of  a  writ  or  originating  summons  for  foreclosure  or  the  issue 

"  of  a  writ  of  summons  in  a  debenture  holder's  action  for  the 

"  reahsation  of  the  security.    As  to  the  appointment  of  a  receiver, 

"  if  a  receiver  is  appointed,  possession  is  taken  by  the  Court 

"  by  means  of  its  own  officer.     There  is  no  entry  into  possession 

"  by  any  person  by  way  of  execution.     The  Court  has  power 

"  to  refuse  the  appointment  of  a  receiver  or  to  give  any  special 

"  directions  when  and  subject  to  what  conditions  the  receiver 

''  shall  take  possession.     The  control  is  left  entirely  to  the  Court, 

"  and  there  is  nothing  in  the  Act  to  prevent  the  Court  from  taking 

"  possession  by  the  appointment  of  a  receiver  in  a  proper  case. 

'■'  The  Court  knows  if  the  appointment  of  a  receiver  is  necessary 

"  in  order  to  preserve  the  property  and  takes  possession  for  the 

"  benefit  of  all  parties.     In  my  opinion,  therefore,  the  objection 

"  taken  by  the  defendants  to  the  present  motion  fails,  and  I 

"  make  the  usual  order  for  the  appointment  of  a  receiver  and 

"  manager." 
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In   the   case   of   In   re   Sew    York   Life   Assurance 

statutory  .    .  ^ 

Deposit.  Company,  a  petition  for  payment    of    dividends  on 

Application  for  .  •  t    •  /-, 

dfi^T/ndV^  the  deposit  paid  into  Court  under  the  Lite  Assurance 
Companies"  Act.  1909,  the  question  was  raised  whether 
such  an  apphcation  could  be  made  by  summons  or  only  by 
petition. 

In  the  Annual  Practice  (1916),  page  1000,  it  is  stated  that 
a  petition  is  the  only  mode  of  making  an  application  for  this 
purpose,  and  it  was  so  held  in  In  re  Royal  Ejchange  Assurance 
(1910),  W.  N.  211. 

Sargant,  J.,  however,  in  making  the  order  asked  for,  said 
that  in  his  opinion  a  summons  would  be  a  perfectly  proper  mode 
of  apphcation  for  payment  of  the  dividends. 

The  case  is  reported  (1915)  ^\ .  N.  376. 


The  Income  Tax  Act  1853  granted  relief  from  income 
Income  Tax.       ^        -^^  rcspcct  of  prcmlums  on  insurance  policies, 

Finance  (No.  S)  _  i  ^  _    _  .       . 

Act,  1915  subject,  amongst  other  conditions,  to  the  hmitation 

that  exemption  could  not  be  claimed  in  respect  of  premiums 
exceeding  in  amount  one  sixth  of  the  total  income  chargeable. 
Variations  in  income  due  to  the  war  have  adversely  affected  many 
policyholders,  and  it  is  therefore  provided  by  the  Finance  (No.  2) 
Act  1915,  Section  26,  that  in  calculating  the  relief  that  can  be 
claimed  the  income  shall  be  taken  to  be  that  for  the  year  ended 
5  April  1914,  where  such  income  is  greater  than  that  for  the  year 
under  consideration. 

The  section  applies  to  the  tax  year  ending  5  April  1915, 
to  the  current  tax  year,  and  to  any  future  tax  year  which  may 
include  a  period  during  which  the  present  war  continues. 


A  considerable  part  of  the  Finance  (No.  2)  Act, 
Excess  Profits  -^g^-^  -^^  coucemed  with  the  subject  of  Excess  Profits 
acTTm5.'^°  ^'    duty.     This   dut}^  is  specially  charged  in  respect  of 

excess  profits  earned  during  the  war  period.  It  is 
not  proposed  to  deal  generally  Avith  the  duty  in  these  notes, 
but  attention  may  be  drawn  to  Clause  8  of  the  Fourth  Schedule 
of  the  Act,  which  is  as  follows  : 

In  estimating  the  profits  no  account  shall  be  taken  of  income 
received  from  investments  except  in  the  case  of  life  assurance 
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businesses  and  businesses  where  the  principal  business  consists 
of  the  making  of  investments.  Where  account  is  taken  of  any 
such   income — 

{a)  Any  variation  in  the  value  of  any  of  those  in- 
vestments which  appears  to  the  Commissioners  of  Inland 
Revenue  not  to  be  due  to  a  variation  in  profits  shall  also 
be  taken  into  account ;    and 

(6)  Where  the  income  has  been  derived  from  profits 
in  respect  of  which  any  payment  or  repayment  of  excess 
profits  duty  has  been  made  under  this  Act,  such  deduction 
or  addition  shall  be  made  in  computing  the  profits  as  will 
make  proper  allowance  for  that  payment  or  repayment 
of  dutv. 


Friendly  Society    Valuations. 

The  attention  of  members  of  the  ijrofession  may  be  drawn 
to  the  following  extract  from  the  recently  issued  Report  of 
the  Chief  Registrar  of  Friendly  Societies  for  the  vear  ending- 
Si  December  1914  : 

During  the  year  a  new  form  of  Valuation  abstract  has  been  issued 
to  Societies  and  Branches  for  use  in  all  Valuations  made  as  at  31 
December  1914,  and  subsequently.  Further  and  more  detailed 
particulars  are  required  on  various  actuarial  matters  connected  with 
the  Valuation,  and  fuller  information  is  asked  for  on  the  important 
subject  of  investments  and  depreciation  of  secm-ities.  Section  28 
of  the  Friendly  Societies  Act  reqmres  a  Friendly  Society  to  "  cause 
its  assets  and  liabilities  to  be  valued,"  and  the  Valuer  must,  there- 
fore, take  proper  account  of  the  substantial  value  of  the  Assets. 
He  cannot  divest  himself  of  this  responsibility  for  gi\'ing  due  effect 
to  depreciation,  because  the  Society  has  failed  to  do  so  in  its  state- 
ment of  funds  :  and  the  new  form  is  designed  to  ensure  that  the 
question  will  be  brought  prominently  to  his  notice,  and  that  full 
information  will  be  supplied  by  him  as  to  the  action  which  he  has 
taken.  It  may  be  useful  to  remind  valuers  that  the  recognition  of 
depreciation  of  funds  in  some  cases  will  result  in  an  increase  in  the 
reahsed  rate  of  interest.  In  ascertaining  the  realised  rate  the 
Valuer  should  therefore,  as  far  as  possible,  base  his  calculations  on 
the  amount  of  funds  as  affected  by  the  depreciation  to  which,  in  his 
judgment,  he  considers  it  necessary  to  give  effect ;  and  to  the  rate  so 
obtained  due  weight  should  be  given  in  framing  the  valuation 
assumptions  as  to  future  interest  earnings. 

In  the  report  for  1912  attention  was  drawn  to  the  unsatisfactory 
character  of  many  of  the  valuations  which  had  been  submitted, 
some  of  which  were  affected  by  serious  errors  of  principle,  while 
others  were   found   to   contain   arithmetical  errors,   sometimes   of 
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considerable  extent.  The  same  features  continue  to  present  them- 
selves, and  much  time  and  labour  continue  to  be  expended  in  a 
systematic  supervision  of  valuations  which  ought  to  be  wholly 
unnecessary  and  which  can  only  be  justified  by  regard  for  the  con- 
sequences, to  the  members  of  the  societies  concerned,  which  might 
follow  from  an  unsuspecting  dependence  upon  the  rehability  of 
certain  of  the  valuations  received. 

The  following  two  cases,  which  have  recently  come  under  ob- 
servation, may  be  cited  : 

At  the  end  of  1914:  a  scheme  under  section  72  of  the  Xational 
Insm'ance  Act  was  submitted  by  a  Branch  of  a  certain  Order, 
accompanied  by  a  valuation  report,  but  both  were  returned  for 
correction.  In  September  1915  a  complete  valuation  under  section 
28  of  the  Friendly  Societies  Act  by  the  same  Valuer  was  received, 
which  reproduced  the  figures  of  the  valuation  which  had  previously 
been  rejected.  A  month  later  a  revised  scheme  under  section  72  of 
the  National  Insurance  Act  was  submitted  accompanied  by  an 
amended  valuation,  also  by  the  same  Valuer,  in  which  the  value 
of  the  liability  in  respect  of  sickness  benefit  was  more  than  doubled 
and  a  deficiency  of  lOOZ.  converted  into  one  of  2,300?.  The  previous 
error  repeated  in  the  statutory  valuation  was  in  no  way  explained, 
and  there  was  nothing  in  the  correspondence  to  show  that  the  Valuer 
was  conscious  of  any  responsibility  to  those  whom,  but  for  the 
scrutinv  made  Ijy  the  Registrar,  he  would  have  so  grievously  misled. 

In  another  case  the  comparison  with  the  Annual  Return  revealed 
a  serious  error  in  the  amount  of  funds  entered  in  the  Valuation 
Balance  Sheet  of  a  District  Funeral  Fund.  According  to  the  Annual 
Retm-n  the  Total  Funds,  after  deducting  amount  standing  to  credit 
of  surplus  accumulation  Fund,  consisted  of  : 

District  Funeral  Fund    - 
Other  Funds  - 

Total      - 

In  the  Valuation  Balance  Sheet  the  Valuer  had  entered  on  the  credit 
side  opposite  "  Total  Funds  "  the  amount  of  the  Benefit  Funds 
(2-1,371?.)  and  on  the  Debit  side  was  an  entry  "  Balances  of  Sub- 
sidiary Funds  2,008/."  The  Net  Benefit  Funds  were  thus  imder- 
stated  by  2,008?.,  and  the  eSect  was  to  reduce  the  surplus  by  this 
amount.  Since  a  Di^strict  Funeral  Fund  is  merely  a  re-insurance 
Fund  any  surplus  shown  in  its  valuation  falls  to  be  apportioned 
among  the  branches  interested.  In  the  present  case  the  number  of 
such  branches  was  about  30  and  the  effect  of  the  error  in  the  valuation 
of  the  District  Funeral  Fund  was  consequently  to  upset  the  valuation 
balance  sheets,  surpluses  being  unduly  minimised  and  deficiencies 
exaggerated,  of  the  whole  of  these  branches. 

Some  degree  of  improvement  is  noticed  since  the  subject  was 
systematically  taken  in  hand,  by  this  office,  in  1912,  and  there  are 
encouraging  signs  that  societies  begin  to  attach  greater  importance 
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than  formerly  to  tlie  possession  of  recognized  actuarial  qualifications 
bv  those  who  essay  to  take  upon  themselves  the  duty  of  valuing. 
There  is,  however,  still  room  for  much  improvement  and  the  new 
form  of  valuation  abstract  described  above  has  been  designed  with 
the  object  of  seeming  from  valuers  such  increased  precision  of  state- 
ment as  to  the  methods  followed  b)^  them  as  will  enable  the  Registrar 
to  be  satisfied  in  each  case,  without  undue  labour,  that  the  Valuer 
has  not  evaded  or  overlooked  any  point  which  ought  to  be  fully 
before  him,  and  that  he  has  avoided  certain  forms  of  error  into  which 
particular  valuers  have  been  prone  to  fall.  It  follows  that  for  the 
new  form  to  be  productive  of  its  full  intended  benefit  it  must  be 
regarded  seriously  and  with  an  absence  of  the  perfunctoriness,  which 
has  been  a  marked  and,  for  the  examiner,  an  unreasonably  trying 
feature  of  many  of  the  valuation  returns  which  have  been  received 
hitherto.  If  the  new  form  should  fail  to  achieve  its  purpose  the 
Registrar  will  apparently  have  no  option  but  to  resort  to  the  action 
foreshadowed  in  the  Report  for  1912  and  to  include  in  the  Annual 
Report  the  full  particulars  of  those  valuations  which  contain  errors 
of  such  a  nature  as  to  indicate  that  they  have  not  received  proper 
care  and  attention. 


ACTUARIAL    NOTE. 


A  formula  for    the  Rate   of  Interest  in   an  Annuity-Certain . 
By  J.  F.  Steffensen,  D.Phil. 

IHE  literature  on  the  subject  of  annuities-certain  does  not 
indicate  a  formula  of  practical  utility  giving,  -svithout  reference 
to  tables  and  with  uniform  and  satisfactory  approximation,  the 
rate  of  interest  in  an  annuity- certain. 

We  leave  it  to  the  reader  to  judge  \vhether  the  following  new 
formula  possesses  some  advantage  over  existing  ones  : 

where  X=  ^^^ +3  ....     (2) 

In  this  formula,  n  means  the  duration,  a  the  present  value 
of  the  annuity 

1— 1;« 

VOL      L.  li 
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The  yearly  rate,  if  required,  may  be  found  from  the  expansion 

Besides  simple  multiplications  and  divisions  our  formula 
requires  only  the  extraction  of  one  square-root,  which  can  be 
done  without  the  aid  of  tables.  If  logarithms  are  used, 
X  should  be  written  in  the  form 

a  +  O-b 
11  +  0  5 
(1)  may  also  be  written 

s= , • 

An  estimate  of  the  error  involv^ed  in  the  formula  may  be 
formed  by  means  of  the  following  table,  showing  the  approxi- 
mation to  the  interest  per  cent,  for  specified  values  of  i  and  n. 


11 

100;:  =  2 

4 

6 

8 

10 

1-995 

3-989 

5-983 

7-976 

20 

1-999 

3-998 

5999 

8-002 

30 

2-000 

4-001 

6-008 

8-019 

40 

2-000 

4005 

6-016 

50 

2-001 

4  008 

60 

2-001 

4012 

70 

2-002 

80 

2003 

90 

2-004 

100 

2-004 

In  the  cases  which  occur  in   ordinary  practice,  or,  roughly 

speaking,  for  values  of  ni  situated  in  the  interval  ^  <  ni<2, 

the  error  does  not  exceed  about  0  002^  and  is  usually  smaller. 

Also  outside  this  interval  the  approximation  is  generally  very 

fair,  and  the  formula  can  hardly  ever  completely  break  down, 

as  will  appear  from  the  method  by  which  it  was  obtained. 

This  method  is  very  simple.     Considering  first  a  continuous 

annuity 

1  —  r" 
('n.  =  g—  ....      (o) 
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this  equation  ma\'  be  written  in  the  foiiii 

"  =  I  \"'dt        .         .         .         .    (4) 

U        Jit 

The  value  of  the  integral  may,  with  very  fair  a^jproximation, 
be  calculated  by  Simpson's  formula 


The  result  is 


=  -  l+4u^+r'0 
n       b 


whence  7-«  =  (y6-  +3-2)"  .          .  .  .     (6) 

From  (G)  we  might  find  /  by  logarithms ;  but  logarithms 
may  be  avoided  and  at  the  same  time  a  more  accurate  result  be 
obtained  by  writing,  from  (3), 

consequently  w^e  have  approximately 


,_(J6''+.3-2Y- 

8=    . .         .         .    (/) 

As,  with  good  approximation, 

'<n.+  2=('^^h  •  •  •  •  (8) 
it  is  clear  that  from  (7)  we  obtain  a  formula  for  the  ordinary 
annuity  by  replacing  u  by  n+  t  and  a  hy  a+  ^.  The  result 
is  the  formula 


^=  ^^^i*:^  ...  (9) 

which,  introducing  the  notation  (2),  is  more  conveniently  written 
in  the  form  (1). 

Similar  formulas  exist,  of  course,  for  the  amount  of  an  annuity- 
certain,  .s,^;  and  s- .     We  need  not  go  through  the  calculations 

E   2 
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again,  as  a  formula  for  the  amount  can  always  be  derived  from 
a  formula  for  the  present  value  by  changinsr  n  into  —n  and  a 
into  — .y.     In  this  "way  we  obtain,  for  instance,  from  (8) 


(10) 


and   from   (9' 


s=  '^'i-j —     '     .     .     .  (11) 


or,  WTitten  in  two  equations 


B  = 


/Z -i-3--4y//Lt 
1 

■'-2 


12.-6     ., 


(12) 


Other  interest  problems  may,  with  approximation,  be  treated 

in  a  similar  manner. 

1  —  v' 
If,  in  (6),  we  put  <''=      -,       and  solve  with  respect  to  r", 

we  obtain,  writingr  for  abln-eviation  &>  = 

'  ^  Jib 


(w-i-l)- 
ilie  value  of  which  expression  may  also  be  calculated  without 
the   aid  of  tables,   remembering  that   S  =  / —  ^  +  .,—  ...   or 
-  =  — h  5  —  Yo  +  •  •  •      Ifj  for  example,  we  take  i=-04,  7^  =  30, 

we  find   ?•''  = -30809.  the  correct  value  being  -30832.     From 

I --30809      ,-^^o    XI 
this    approximation   we    obtain    a„  =  ^wr =  i7'I\)o,  the 

correct  value  Ijeing  17-292. 

In  conclusion  we  may  say  that  the  method  employed  in  this. 
paper  for  a  somewhat  special  problem  has  a  more  general  bearing 
and  may,  in  principle,  be  applied  to  the  approximate  solution  of 
equations  of  the  form 

K:=\F{t)xhlf    ....  (14) 
Jo 
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where  K  is  a  constaut,  F(^)  a  given  function  and  x  the  quantity 
to  be  determined  by  the  equation.  In  more  complicated  cases 
it  is  advisable  to  begin  by  satisfying  oneself  that  Simpson's 
formula  is  applicable  with  safety,  which  may  be  done  by  taking 
account  of  the  remainder  form  of  the  complete*  formula,  or 

\/m=l[rxo}+if{!^)+m]-Q^^  .    .(15) 

where  0  <  ^  <  1 . 

*  See,  for  instance,  Seliwanoff,  DiflFerenzenrecbnung,  p.  32. 


ADDENDUM. 


Before  sending  this  Note  to  the  printer,  the  Editors  of  the 
Journal  have  made  various  interesting  suggestions  which  I  am 
glad  to  acknowledge. 

Mr.  Spencer  points  out  that  the  other  well-known  quadrature- 
formula 

J/X/)'/^=g[A0)+3/(J)  +  3r(|)+/(l)]   .       .  {]Q) 

which  in  the  case  under  consideration  happens  to  be  a  perfect 
cube,  gives  another  very  similar  expression  for  S,  namely, 


Mr.  Todhmiter,  on  the  other  hand,  remarks  that  the  intro- 
duction of  S  may  be  avoided  altogether  by  writing 

a-  =  ^[l  +  4.v^  +  v'q-l{\-r-).  .  .    (18) 

solving    the    quadratic    and   finding     the    rate   directly   fi'om 

1  —  r" 
1=  .     The  result  is 


._  4n  v/au^  +  9-1- 6a(n  +  li}—Qa{n  +  3)  —6n{n  —  1) 

Of  these,  Mr.  Spencer's  formula  produces,  for  the  durations 
usually  occurring  in  practice,  results  which  are  more  nearly 
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accurate  than  mine.  For  the  shorter  durations  the  results  are 
practically  the  same,  but  for  ?/  =  oo  Mr.  Spencer's  formula  ceases 
to  give  a  good  approximation,  while  from  (1)  we  obtain,  then, 

V8-6        -93 
h= ^= J 

approximately. 

Mr.  Todhunter's  formula  is  superior  for  the  shorter  durations, 

the  results  obtained  for  ordinary  durations  being  much  the  same 

•98 
as  mine.     For  ?i  =  oo,  (19)  gives  i= —  approximately.     The 

complication  of  (19)  in  comparison  with  the  two  other  formulas 
is  more  apparent  than  real,  as  the  transition  from  S  to  i  is 
avoided.  t    t    c; 

[The  foregoing  Note  deals  with  a  problem  which,  although 
not  of  practical  importance,  has  become  classical,  and  Dr. 
Stef?ensen's  ingenious  contribution  to  its  solution  will,  we 
think,  be  read  with  interest.  The  relative  accuracy  of  the 
several  formulas  is  not  of  course  so  material  as  the  essential  idea 
of  using  the  method  of  quadrature,  but  it  may  be  noted  that  the 

11  n  

quadratic  l-\-v^-\-v^^=-o\/ djn,  which  may  be  obtained  by 
combining  the  quadrature  formula  of  the  fourth  degree  with 
Simpson,  seems  to  give  a  slightly  better  result  than  the  formulas 
suggested    in   the   Note.     This  formula    and    (16)    are    best 

applied  by  writing  a  =  a  +  ^^(1  — r").     For  the  comparatively 

small    term   j.  (1  — r")    we    may  substitute    in    the    one    case 

(1— r2)  \/o/7iandin  the  other  ^-  (1  — r"'')(a/n)3,  leading  to 

h         V  g  n 

\-\-vi  +  v^  =  3  Vajn  +-^{1  —  v^) 

V  1  n 

and  1  +  v^  =  2  \/^a/7?  +  -  ( 1  —  rs) 

Both  these  formulas  give  good  results.  The  accuracy  of  the 
several  approximations  depends,  to  a  material  extent,  on 
taking  8=(1  — r")/r7,  or  i={i  —  i'")/a,  instead  of  obtaining  the 

result  directly  by  logs  from  the  value  of  172^  r^,  or  v^  given  by 
the  formulas. — Eds.  J.T.A.'\ 
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REVIEWS. 

Tlie  Mortality   Experience  of  11  Swedish    Life   Cotnpanies. 

(Communicated  by  Dr.  J.  F.  Stiffensen.) 

The  volume  before  us,  whose  full  title  we  state  below,*  is  to  some 
extent  a  sequel  to  the  volume  published  in  1905  by  19  Scandi- 
navian and  Finnish  Companies,  comprising,  as  regards  Sweden, 
64,717  male  and  4,257  female  lives  with  respectively  6,107  and  202 
deaths.  As  this  experience  was  considered  too  small  for  founding 
select  tables  upon,  the  Swedish  companies  decided  to  supplement 
it  with  their  later  experience,  rejecting,  however,  at  the  same  time- 
the  period  of  observation  before  January  1st,  1895.  The  end  of 
the  period  of  observation  was  December  31st,  1906. 

The  number  of  cardsf  on  which  the  new  experience  is  founded, 
thus  became  191,970  (males)  and  19,369  (females)  ;  the  number  of 
deaths  respectively  10,086  and  446. 

The  investigation  was  based  on  three  different  "  statistical 
units  "  :  I — the  medical  examination  ;  II — the  person  insured  ; 
III — the  sum  insured.  The  first  of  these  was,  however,  considered 
the  principal  one.  According  to  this  (the  Austrian)  method  a  person 
is  considered  an  additional  new  risk  every  time  he  successfully 
passes  another  medical  examination  for  insurance.  It  follows  that 
Method  I  is  particularly  suited  to  select  statistics  ;  also  it  has 
enabled  the  Swedish  companies,  with  little  extra  trouble,  to  deal 
separately  with  the  experience  of  each  company,  only  combining 
them  for  publication.  It  was  ultimately  found  that  the  difference 
in  the  rates  according  to  Methods  I  and  II  is  of  no  practical 
consequence. 

The  experience  comprises  only  medically  examined,  healthy 
("  normal  ")  lives,  and  the  statistics  for  males  and  females  have 
been  kept  separate  throughout.  As  regards  males,  separate  tables 
are  given  for  "  whole-life  "  (in  Sweden  payable  at  90)  and  endowment 
assurances.  No  distinction  is  made  between  "  with-profits  "  and 
"  without-profits  "  experiences,  as  policies  of  the  latter  t}'pe  are 
not  in  use  in  the  Scandinavian  countries. 

The  result  is  eleven  sections,  of  which  the  following  synopsis, 
useful  on  account  of  its  explanation  of  the  symbols  heading  each 
table,  is  given  in  the  book  and  translated  here  for  the  convenience 
of  English  readers  : 

I.    Unit :  Medical  Examinatimi. 

Symbol.         (1)  Select  Tables  for  the  whole  experience  : 
■'Mt  (^')  males. 

^Y'u  {''}  females. 

*  Undersokning  at'  dijdlighefceii  enligt  erfarcnheten  lios  sjutton  svenska 
liffdrsakriugsbolag.  Liikareundeisokta  iiormala  risker  1/1  1895-31/12  1906. 
Stockholm,  1915. 

t  Not  necessarily  "  lives  "  ;  see  below. 
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(2)  Aggregate  Tables  for  the  whole  experience  : 

(a)  males. 

(b)  females. 

(3)  Select  Tables  for  sections  of  the  experience  (males 

onh')  : 

(a)  whole  life  (to  age  90). 
(6)  endowment  assurance. 

(4)  Aggregate   Tables   for   sections   of   the   experience 

(males   only)  : 

(a)  whole  life  (to  age  90). 
(6)  endowment  assurance. 

II.    Uiut :    Person. 


^'Mu  (1)  Select    Tables    for    the    whole    experience    (males 

only)  : 
•'^M!',  (2)  Aggregate         do.  do.  do. 

III.    Unit :  Sum  Insured. 

•'^Ma  -^ggi"6gate    Tables    for    the    whole    experience    (males 

only). 

The  volume  contains  a  detailed  account  of  the  method  followed 
in  collecting,  sorting  and  comiting  the  data,  which  were  entered, 
by  the  companies  themselves,  on  cards  of  a  type  prescribed  by  the 
Committee.  Fractional  exposures  were  treated  with  exceptional 
and  perhaps  exaggerated  care,  calculating  them  in  months,  using 
for  simplification  the  curtate  dm-ation  in  months.  We  may  here 
warn  the  reader  against  the  formulas  (1)  and  (2)  on  p.  2-3  for  the 
time  of  exposure  ;  it  appears,  however,  from  p.  26,  that  the  correct 
process  has  been  used  in  the  actual  calculation. 

The  transition  from  exposures  and  deaths  to  mortahty-functions 
requires  a  few,  very  simple  theoretical  considerations  which,  how- 
ever, are  rendered  less  accessible  to  the  ordinary  reader  by  attaching 
new  and  even  variable  meanings  to  certain  acknowledged  inter- 
national symbols,  such  as  d^  and  C,-. 

In  the  notation  of  the  volume,  let  e(.')(/.r  be  the  number  of 
persons  under  observation  in  the  interval  from  age  oi  to  dig&x  +  dx, 
and  let  d.  be  the  number  of  deaths  in  the  interval  from  x  to  .7;+  1  ; 


then 


,7.,=  rk:M,')d:. 

J    X 


where  //,(./;)  stands  for  ii^-.  and  the  ''central  death  rate 
by  the  formula 

r-   _        <4 

^dx 


Cr  is  found 
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It  is  shown  that,  with  consideralile  approximation,  C^  =  /'.('+ 2). 
Similarly,  for  select  data,  the  observations  produce  a  function 
Cx.t,  which  is  approximately  equal  to  /i(.'',  ^+2),  that  is  ny-\+,+i. 
In  this  case,  of  course,  the  number  of  persons  under  observation 
is  a  function  of  hco  vai'iables,  e(.r,  t),  and  double  integrals  take 
the  place  of  single  ones.  Let  e{u,  i-)ihulv  be  the  number  of  persons 
whose  age  at  entry  lies  between  u  and  11+ (hi  and  who  are 
under  observation  from  r  to  r  +  </c  years  after  entry:  then  C^-.t 
is  expressed  as  a  fraction  whose  numerator  is  the  corresponding 
number  of  deaths 

'I{x,i)=\   dv\   eiu,  r)iiiii,  r)iJ)( 

Jt        jx-tv-t) 


and  Avhose  denominator  is  the  same  integral  for  ij{ii,f)=\. 
These  integrals  are  capable  of  a  simple  geometrical  interpretation 
which  the  space  at  our  disposal  does  not  allow  us  to  give. 

Where  the  unit  was  the  sum  insured  the  observed  mortality- 
function  was,  according  to  the  very  incomplete  explanation  in 
the   volume, 

d^^    

h  +  ibx-i^ix-dx)] 
where 

/^  =  sum  insured  under  observation  in  the  year, 

?Ap  =  sum  insured  lapsed  in  the  year  for  other  reason  than  death, 

(/x  =  sum  insured  lapsed  in  the  year  on  account  of  death. 

The  graduation  of  the  experience  was  performed  by  Professor 
Ivar  Fredholm.     Five  different  methods  were  tried  ; 

(1.)  It  was  at  first  attempted  to  represent  the  mortality  of 
each  separate  year  of  assurance  by  a  [Makeham  ciu've, 
but  the  results  did  not  look  promising  enough  for 
this  project  to  be  carried  out. 

(2.)  The  graphical  method  was  then  resorted  to,  apply- 
ing it  not  directly  to  the  rate  or  force  of  mortality, 
but  to  the  function  Di^.]-,  at  the  rate  of  interest 
3|  per-cent,  and  assuming  that  the  effect  of  selection 
need  not  be  traced  further  than  20  years  after  entry. 
After  perfornimg  a  first  graduation  of  this  sort,  the 
operation  Avas  repeated  on  the  differences  of  the 
graduated  values  and  contmued  until  about  four 
significant  figures  were  secured  in  the  result.  During 
this  work  it  appeared  that  a  more  accurate  result 
might  be  obtained  by  the  method  described  under 
(3),  and  the  graphical  method  was,  therefore, 
abandoned. 
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(3).  The   grapliical  representation  seemed    to  indicate   that 

the  difference  8,  •=  D^+t  -  ^[x]-^t  ''''as,  for  not  too 
large  values  of  x,  practically  independent  of  this 
variable.  It  was,  therefore,  attempted  to  represent 
the  observed  values  of  D[j.)-i-/  by  an  expression 
of  the  form 

where  J)j.+;  has  the  form  resulting  from  Makeham's 
formula  and  St  nieans  an  exponential  term.  The 
way  in  which  the  constants  were  determined  is  not 
perfectly  explained  ;  but  it  seems  that  at  one  stage 
of  the  operations  the  method  of  Least  Squares  was 
applied,  assuming  the  weights  to  be  equal.  It  was 
found,  however,  that  the  difficulties  at  the  higher 
ages  (above  75)  could  not  be  overcome,  and  so  the 
method  was  given  up. 
(i.)  The  fourth  method  is  related  to  that  adopted  by  Sir 
G.  F.  Hardy  in  graduating  the  0'-^^'  experience.  The 
function  graduated  seems  to  be  the  same  as  that  so 
far  denoted  by  C^. ^  (the  "central  death  rate"), 
but  it  is  now*  denoted  by  C^j-^^f ,  although  this  latter 
symbol  has  a  fixed  meaning  in  the  international 
notation. "f  The  first  step  was  to  gi'aduate  the 
"  ultimate  "  table,  which  was  done  according  to 
Makeham's  formula,  leaving  out  the  first  10  years 
of  assurance.  Nothing  is  said  about  the  way  in 
which  the  constants  were  determined.  The  result 
is  stated^  as 

where  q'-"  =  6,  from  which  it  appears  that  the 
rates  have  been  multiplied  by  1000.  For  the  first 
10  years  of  assurance  the  formula  was 

C,,i-,  =  A(/)  +  B(/)'/"--" 

where  A(/)  and  B(/)  are  polynomials  of  the  third 
degree  whose  form  and  values  are  stated  on  p.  45 
of  the  volume.  The  process  employed  in  determining 
the  constants  was  of  a  tentative  character  ;  it  was, 
however,  secured  that  there  should  be  contact  of 
the  second  order,  where  the  curves  join  the  ultimate 
curve.  The  success  of  this  graduation  can  be  t^ested 
by  the  table  on  p.  -46,  stating,  in  gioups  of  5  years, 
the  sums  of  the  ungraduated  and  graduated  3i 
per-cent   annuity-values   for   the   years   of   assurance 

*  I'.  43. 

j  The  symbol  l^j^t  is,  on  the  otlior  liaml,  used  in  the  ordinary  sense. 

:  p.  45. 
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0  and  10.  A  small  systematic  deviation  is  traceable, 
as  might  be  expected  when  the  effect  of  selection 
is  presumed  to  wear  off  after  so  short  a  period  as  10 
years. 

(5.)  The  attempt  to  limit  the  period  of  selection  to  any 
definite  term  was,  therefore,  finally  given  up,  and 
thus  arose  the  distinctive  feature  of  this  mortality- 
investigation,  namely,  that  the  graduated  functions  are 
given  for  all  durations  and  do  not  after  a  certain  term 
merge  into  an  ultimate  table.  The  formula  employed* 
was 

Cn.  =  «„+/3,A  (1) 

where   the  versatile  symbol  on  the  left  now  means 
the  "  central  death-rate  "  for  a  person,  aged  x,  who 
•      has    been    insured    for    v    years.      Cj.    is,    for   ages 
above  29,  a  Makeham-expression 


C.r  =  a  +  hq^ 


where  a  =  -1925,  //  =  ■374236,  log^  =  -0382  ;  for  ,r<30, 
CyWas  represented  by  a  i)olynomial  of  the  third  degree, 
whose  numerical  values  are  given  on  p.  4-9.  For  a,^ 
and  /3ii  the  following  formulas  hold 

a„--288  -  -loo^n'^  -  -isef-' y  I 

V68/  VIO/ 

...     (3) 

^.  =  -444-.08l(X)^--192(^yj 

The  way  in  which  these  numerical  results  were  obtained 
is  partly  of  a  tentative  character  and  is  not  fully 
explained.  Starting  with  preliminary  values  for 
Cj.,  the  values  of  «„  and  /3„  for  the  first  ten  years  of 
assurance  were  determined  by  dividing  the  experience 
for  each  separate  year  of  assurance  into  two  sections 
and  seeing  that  the  totals  of  adjusted  and  unadjusted 
deaths  within  each  section  agree.  For  the  following 
years  of  assurance  the  experience  was  grouped  in 
fives.  In  this  way  the  i)reliniinary  values  of  a^i.  /?„, 
given  on  p.  48  were  obtained,  and  a  graduation  of 
these  resulted  in  the  above  definitive  formulas  for 
rt„,  (in.  After  this,  the  preliminary  values  for  C^-  were 
improved  by  assuming,  in  formula  (1),  the  values  (3) 
for  a„,  /3„,  and  eiiuating,  for  each  value  of  .v,  the  totals 
of  adjusted  and  unadjusted  deaths   for  all  durations  ; 

*  Comparison    witli    the     tables  shows    that    the    unit    of    time  implicitly 
assumed  in  (1)-(3J   is  the  montii,  while  that  employed  in  tlie  tables  is  the  year. 


00  Reviews.  [April 

the  resulting    table    of    C_^  was,    finally,    graduated 
separately,  with  the  result  mentioned  above. 

The  success  of  the  whole  graduation  can  be  tested 
by  the  tables  on  p.  50-52,  comparing,  for  suitable 
groups  of  ages  at  entry  and  durations,  graduated 
and  ungraduated  deaths.  The  agreement  is,  on  the 
whole,  fairly  satisfactory  for  ages  at  entry  below 
50  years.  For  higher  ages  at  entry  the  graduated 
mortality  is  somewhat  too  low,  which,  however, 
may  not  be  of  very  great  practical  importance. 

It  only  remains  to  add  that  the  aggregate  tables 
were  graduated  by  Makeham's  formula,  but  applied 
to  q^,  that  is 

<l,  =  'i  +  hi'' (4) 

where  the  constants  were  determined  by  the  King-Hardy 
method.     The  numerical  values  are  : 


Unit                              lO^a 

XQf'h 

r 

Medical  Exam"  ...           218 

Person         232 

1     Sum  Insured      ...           229 

1 

11-8264 
11-7815 
13-9764 

1-093693 
1-093471 
1-090345 

Nothing  is  said  about  the  success  of  these  graduations. 

As  an  appendix  to  the  general  account  of  the  principles  and 
methods  adopted  by  the  Committee,  the  volume  contains  a  paper 
by  Professor  Fredholm  on  the  choice  of  the  basis  on  which  premiums 
and  reserves  should  be  calculated.  The  space  at  our  disposal  does 
not  allow  a  digression  on  this  paper  which  is  partly  of  a  theoretical 
character,*  and,  in  so  far  as  it  goes  into  the  practical  side  of  the 
question,  deals  chiefly  with  the  question  of  the  transition  from 
the  basis  used  hitherto  by  the  Swedish  companies  to  the  new 
experience.  Only  we  should  like  to  say  that  the  author's  main 
object  is  to  prove  that  if  uniform  or  non-decreasing  profits  are  to 
be  maintained,  and  if  the  actual  rate  of  interest  on  investments 
does  not  increase,  then  the  margin  allowed  on  the  mortality  must 
on  no  account  exceed  the  margin  on  the  rate  of  interest.  According 
to  this  theory  it  is  not  sufficient  to  choose  a  lower  rate  of  interest 
and  a  higher  mortality  than  expected,  and  there  may,  according 
to  the  author,  even  be  cases  where  a  mortality- table,  which  at 
the  higher  ages  exhibits  a  lower  mortality  than  actual  experience 
(such  as  the  It  English  companies'  which. is  much  used  in  Sweden) 
is  preferable. 

We  admit  that  it  is  hard  for  us  to  accept  this  last  consequence 

*  The  autlnr  liiinself  i  xpresscs  on  p.  G6  a  certain  doubt  as  to  the  practicid 
applicability  of  his  theory. 
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of  the  author's  view  on  the  subject,  and  that,  rather  than  tolerate 
a  mortality-table  exhibiting  a  too  low  mortality  we  would  suffer 
the  inconvenience  of  decreasing  profits  on  the  individual  policy 
(not  on  the  aggregate,  provided  the  company  is  old  enough  to  have 
reached  stability)  and  remedy  this  defect  in  other  ways,  if  necessary 
by  forming  a  special  fund  for  maintaining  the  profits. 

The  introduction  (p.  1-78)  is  followed  by  tables  (p.  P-432*), 
and  we  thus  find  united  in  one  volume  observations  (ungraduated 
and  graduated)  as  well  as  commutation-tables.  For  the  convenience 
of  foreign  readers  all  the  headings  are  accompanied  by  a  translation 
into   French. 

The  tables  on  p.  3*- 139*  contain  the  ungraduated  select 
experience  (months  under  observation,  deaths,  "  central  death- 
rates  ")  for  the  various  sections  of  the  experience.  The  ungraduated 
aggregate  experience  is  given  on  p.  140*- 150*.  On  p.  151*- 
170*  we  find  the  graduated  "  central  death-rates  "  (males  only) 
for  unit  medical  examination. 

The  gi-eater  part  of  the  remainder  of  the  volume  (p.  171*-419*) 
is  devoted  to  tables  of  commutation,  of  premiums,  of  annuity- 
values  and  premium-reserves  deduced  from  these  graduated  rates. 
Nothing  is  said  about  the  process  employed  for  the  calculation, 
which  is  the  more  regrettable,  as  C^.,  ^  is  only  an  approximation. 
These  tables  are  necessarily  very  elaborate  as  selection  is  traced 
for  every  duration  (as  far  as  year  of  assm-ance  74,  although  observa- 
tions are  not  found  beyond  duration  51).  The  tables  contain, 
among  other  valuable  information,  the  values  of  Diaq+n,  ^M+n  find 
^[x]+n  at  the  rates  of  interest  Si,  4,  and  ih  per-cent — at  the  last 
rate  of  interest,  however,  only  for  every  fifth  age  at  entry. 

Finally,  we  find  on  p.  420*-428*  aggi-egate  commutation- 
tables  at  3J  per-cent  for  all  the  three  units  :  medical  examination, 
person,  sum  insured. 

We  reprint  extracts  of  some  of  these  tables,  namely,  for  the 
select  experience,  specimens  of  the  functions, "Central  death-rate'', 
^lx]^t>  t^^ix]  a"fl  P[.ri  ;  further,  as  regards  the  aggregate  experience, 
</j.  and  a.)-,  the  rate  of  interest  being  3i  per-cent. 

It  will  be  seen  that  the  premiums  are  very  much  like  those 
I  esulting  from  the  mortality  of  the  general  Swedish  male  population. 
The  mortality  is  low,  as  it  is  throughout  the  Scandinavian  countries, 
and  the  select  mortality  presents  a  minimum  shortly  before  age  30, 
as  is  also  found  in  the  mortality  of  the  general  population.  This 
feature  has  disappeared  in  the  aggregate  table,  doubtless  only 
because  in  this  case  Makeham's  formula  was  carried  down  to 
age  15.  The  aggregate  ta1)le  resembles  the  Danish  D^^^'^  Table, 
but  the  mortality  is  a  little  higher  throughout.  A  glance  at  the 
specimen-values  of  2iir]-\rt  shows  that  an  analogy  to  the  fact  disclosed 
by  the  late  Sir  G.  F.  Hardyf  \\ith  respect  to  the  O'^^'  expectations 
of  life,  namely,  that  in  certain  cases,  f[.T]+«>^[a:+»]+f-?M  floes  at  least 
not  exist  as  regards  the  graduated  Swedish  annuity-values. 

t  "  Principles  and  Metlioils,  etc.",  ji.  147. 


62 


Reviews. 


[April 


*'Mt  ''Central  dcafh-rafe"'  (a/yjror.  =  1000ju,[j;]+h  i)- 


[x] 

,.0 
1-22 

1 

2 

5 

10 

20 

30 

40 

50 

60 

70 

15 

2-44 

3-47 

5-90 

6-16 

6-76 

11-32 

21-89 

47-22 

108-23 

255-33 

20 

2-62 

4-28 

5-10 

5-38 

5-04 

8-29 

15-23 

31-57 

70-86 

165-55 

25 

2-34 

3-45 

3-86 

4-39 

5-90 

10-67 

21-30 

46-61 

107-55 

254-54 

30 

1-79 

3-08 

3-83 

5-16 

7-25 

14-36 

30-73 

69-94 

164-52 

35 

2  21 

3-71 

4-61 

6-35 

9-34 

20-09 

45-36 

106-16 

252-95 

40 

2-87 

4-68 

5-81 

8-19 

12-59 

28-99 

68-07 

162-39 

45 

3-89 

6-18 

7-69 

1105 

17-63 

42-81 

103-33 

249-(i'.» 

50 

5-48 

8-51 

10-59 

15-50 

25-46 

64-25 

158-06 

55 

7-94 

1214 

1510 

22-39 

37-61 

97-55 

24304 

"M'u  Si.[x]+t  ?>l  per -cent. 


[.r] 

t^O 

1 

2 

5 

10 

20 

30 

40 

50 

60 

70 

15 

22-51 

22-29 

22-09 

21-56 

20-78 

18-50 

15-61 

12-27 

8-82 

5-69 

2-96 

20 

21-84 

21-63 

21-44 

20-91 

19-83 

17-17 

14-02 

10-55 

7-20 

4-34 

25 

2116 

20-91 

20-68 

19-96 

18-67 

15-71 

12-34 

8-86 

5-70 

2-96 

30 

20-21 

19-92 

19-64 

18-82 

17-37 

1413 

10-62 

7-23 

4-35 

35 

19-09 

18-76 

18-46 

17-53 

15-93 

12-47 

8-92 

5-73 

2-97 

40 

17-84 

17-48 

1714 

16-12 

14-38 

10-76 

7-30 

4-37 

45 

16-47 

16-07 

15-70 

14-60 

12-74 

9-07 

5-80 

2-98 

50 

14-99 

14-56 

14-16 

12-98 

11-06 

7-44 

4-43 

... 

oo 

13-43 

12-97 

12-54 

11-32 

9-38 

5-93 

3-01 

'^'M;:   1000A^[x]  3|  per-rent. 


w 

t  =  0 

1 

2 

18-71 

5 

10 

20 

30 

40 

50 

60 

70 

15 

9-78 

41-90 

76-82 

178-22 

306-50 

454-63 

608-19 

747-27 

868-5 

i  20 

9-84 

18-36 

42-85 

92-03 

213-72 

358-21 

516-89 

670-54 

801-48 

!  25 

11-59 

22-55 

56-39 

117-60 

257-41 

416-69 

581-46 

730-44 

860-09 

30 

14-50 

28-20 

69-02 

140-81 

300-71 

474-37 

642-39 

784-83 

35 

17-08 

33-26 

81-56 

165-37 

346-78 

532-58 

699-69 

844-58 

40 

20-24 

39-46 

96-41 

193-83 

396-75 

590-86 

754-88 

45 

24-05 

46-94 

113-74 

226-20 

449,36 

647-92 

819-04 

i  50 

28-68 

55-70 

133-95 

262-36 

503-57 

704-76 

55 

34-32 

66-40 

157-29 

301-92 

558-66 

776-02 

191G.] 


Reviews. 


63 


1000 

Px-    3j  P'J7 

•-rent 

"MJJ 

.!• 

.yfe 

Swedisli 

ropulation 

1S81-90 

17  English 
Companies 

1000  5^ 
2-63 

a^  H  % 

15 

10-62 

10-61 

12-31 

23-34 

20 

11-97 

12-24 

13-79 

2-89 

22-50 

25 

13-45 

13-85 

15-64 

3-29 

21-53 

30 

15-66 

15-92 

17-97 

3-92 

20-41 

35 

]  8-57 

18-70 

20-95 

4-90 

19-14 

•to 

22-24 

22-30 

24-84 

6-43 

17-71 

45 

2(i'.il 

26-89 

30-08 

8-84 

16-14 

50 

32-89 

32-95 

37-08 

12-59 

14-45 

55 

40-62 

41-22 

46-41 

18-48 

12-66 

60 

27-68 

10-82 

65 

42-09 

9-01 

70 

64-63 

7-27 

75 

99-91 

5-67 

80 

15511 

4-24 

One  very  natural  question  presents  itself  to  the  reviewer  on 
looking  through  this  important  publication.  Are  the  somewhat 
limited  facts  really  sufficient  for  justifying  the  formation  of  select 
tables  for  all  durations  ?  Unfortunately  nothing  is  said  in  the 
volume  about  this  all-important  c[uestion,  and  the  synojisis  on 
p.  50-52  would  seem  to  indicate  the  contrary.  The  fact  that  a 
graduation  on  this  plan  was  successful  and  several  other  graduations 
failed  is  not  conclusive  in  this  respect.  Only  where  the  general 
nature  of  the  law  of  mortality  is  well  known,  and  provided  that 
the  formula  expressing  that  law  does  not  contain  too  many  constants, 
may  we  by  graduating  even  a  meagre  experience  arrive  at  reliable 
results.  It  seems,  therefore,  that  before  placing  entire  confidence 
in  Professor  Fredholm's  very  interesting  graduation  it  would  be 
desirable  to  have  his  formula  applied  also  to  other  and  more  extensive 
experiences. 

Nevertheless,  the  publication  is  of  great  interest  as  it  is,  and 
although  now  and  then  the  reader  may  feel  a  little  neglected  when 
he  is  struggling  to  retain  the  unstable  meaning  of  certain  symbols, 
or  to  supply  missing  links  in  the  explanations,  he  is  bound,  on  the 
whole,  to  acknowledge  the  skill  and  energy  with  which  this  con- 
siderable piece  of  work,  partly  on  a  scale  which  has  deterred  others, 
has  been  brought  to  a  conclusion. 


ModulUij    Lairs    ami  Siafisfics.    Bij    Kor.EiiT    Henderson. 
(Pp.  Ill  +vi.     SI. 25.      New  York  :  Joliu  Wiley  &  Sous,  1915). 

This  book  is  the  latest  of  a  series  of  mathematical  monographs 
published  in  New  York  under  the  editorship  of  Mansfield  Merriman 
and  Robert  S.  Woodward,  and  it  is  significant  that    thev  have 
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included  a  book  on  mortality  in  the  series  among  such  purely 
mathematical  subjects  as  hyperbolic  functions,  vector  analysis 
and  functions  of  a  complex  variable.  Mr.  Henderson  begins  his 
book  with  a  short  but  interesting  account  of  a  dozen  mortality 
tables,  and  uses  this  as  an  introduction  to  the  mathematical 
treatment  of  life  contingencies  and  the  construction  and  gradua- 
tion of  mortality  tables.  The  chapter  on  life  contingencies  avoids 
all  work  relating  to  functions  involving  interest,  but  by  using 
joint  expectations  and  the  probabilities  of  survivorship  the  reader 
is  introduced  to  laws  of  uniform  seniority  and  the  usual  approxi- 
m.ate  work  with  which  actuaries  are  familiar  when  a  mathematical 
law  of  mortality  is  assumed.  This  part  of  the  work  is  put  together 
in  an  interesting  way,  and  some  refreshing  remarks  are  found  as, 
for  example,  when  Mr.  Henderson  compares  the  distribution  of 
lives  according  to  duration  with  a  frequency  curve,  and  mentions 
that  the  mode  corresponds  with  the  age  at  death  gi\dng  the  most 
probable  duration  of  life,  the  median  with  the  vie  probable  and  the 
mean  with  the  expectation  of  life.  He  might  possibly  have  added 
that  the  force  of  mortality  has  the  same  relation  to  the  life  curve 
as  the  well-known  {x  +  a)/{h +kx  +  lx-)  has  to  the  Pearson-type 
of  frec[uency  curves. 

The  chapters  on  the  construction  and  graduation  of  mortality 
tables  contain  much  that  is  well  worth  re-reading,  although  we  must 
confess  that  we  found  the  part  dealing  with  summation  graduation 
formulse  the  least  interesting  in  the  book. 

We  have  noticed  three  little  blemishes — Makeham's  second 
modification  of  Gompertz'  law  of  mortality  is  ascribed  to  Hardy, 
a  graduation  formula  originally  given  by  Kenchington  is  re- 
discovered and  appropriated  by  the  author,  and  in  the  opening 
paragTaph  of  the  chapter  on  graduation  it  is  stated  that  in  a 
binominal  distribution  the  mean  square  de^'iation  is  equally  likely 
to  be  positive  or  negative  when  n  is  large,  but  although  defensible 
the  phrase  seems  to  require  some  reservation  because  the  rate  of 
mortality  (q)  is  very  small. 

The  book  is  not  one  for  a  beginner,  but  can  be  recommended 
to  those  who  have  already  done  some  reading  in  the  theoretical 
side  of  actuarial  work  ;  it  is  well  arranged,  is  written  in  an  interesting 
wav,  and  is  a  verv  welcome  publication. 

W.  P.  E. 


Table  of  CompoiOid    Interest  at  |  per-cent  and  of    Antilogarithms 
to  60  figures  to  base  1-00125.     By  J.  J.  Stlxkey,  M.A.,  A.I.A. 

(Pp.  116.     £1.  Is.  net.      London:  George  Allen  &  Unwin,   Ltd.) 

This  is  a  table  of  (1-00125)"  for  integral  values  of  n  from  -  2000  to 
-1-2000,  i.e.,  of  present  values  and  amounts  at  J  per-cent,  or  of  anti- 
logs  to  base  1-00125.  It  was  originally  constructed  to  18  figures 
with  the  object  of  showing  "  in  one  table  the  approximate  value  of 
1  accumulated  or  discounted  at  any  rate  of  interest  to  intervals 
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of  I  per-cent  for  any  period  ",  but  was  subsequently  extended  to 
60  figures.  The  reasons  for  tfie  extension  are  not  expressly  stated, 
but  apparently  the  principal,  if  not  the  only,  application  of  the 
extended  table  is  to  the  calculation  of  logs  and  antilogs  to  a  large 
number  of  places.  It  is  with  reference  to  this  application,  and  as  a 
possibly  valuable  addition  to  the  select  number  of  original  tables 
designed  to  facilitate,  or  even  to  render  possible,  some  very  occasional 
academic  calculation,  or  to  serve  as  a  basis  for  the  construction  of 
practical  tables,  that  Mr.  Stuckey's  table  seems  to  claim  serious 
consideration.  It  challenges  comparison,  in  fact,  with  such  classical 
productions  as  Abraham  Sharp's  61 -figure  table  of  the  common 
logs  of  the  primes  up  to  1100,  Wolfram's  48-figui'e  table  of  the 
Napierian  logs  of  numbers  up  to  10009,  and  Peter  Gray's  24-figure 
table  of  log  l-O'n  where  r  =  3,  6,  9  .  .  .  24,  and  h  =  1,  2,  3  .  .  .  999. 

For  purposes  of  comparison  we  may  take  the  example  worked 
out  by  Mr.  Stuckey— log  343 — disregarding  the  easy  options  offered 

bv  343  =  7^  or  -343=     x  1-029.  since  such  options  would  not  be 
3  ^ 

generally  available.  In  order  then  to  make  use  of  Sharp's  or 
Wolfram's  tables  it  would  be  necessary  to  express  343  by  trial — or 
bv  reference  to  a  factor-table — in  some  such  form  as  141  x  39  x  499 
X  (1  -  l/2744001)/8000.  In  this  expression  the  common  log  of 
(1-1/2744001)  would  have  to  be  found  by  evaluating  the  usuel 
logarithmic  series  and  multiplying  the  result  by  the  modulus ;  the 
logs  of  all  the  remaining  factors  would  be  taken  from  the  tables. 
To  use  Grav's  tables  we  should  develop  343  by  the  radix  method 
in  the  form  10-  x  3  x  1-143  x  1-0^291  x  l-0''63b,  etc.  In  using 
Mr.  Stuckey's  table  the  process  to  be  adopted  would  depend  to  some 
extent  upon  the  number  of  figures  required  in  the  result.  A  com- 
paratively simple  method  could,  no  doubt,  be  used  for  24  figures — 
the  maximum  obtainable  by  Gray's  tables — but  for  the  full  60 
figures  obtainable  from  Sharp  Mr.  Stuckey  resolves  1/-343  into  the 
factors 

a*^^"'  x  1-0-1  X  (1  -  -OM)  X  l-O-u"'"  X  l-OV"'-*  X  l-0^a--^^^(l  -  li), 

where  a  is  written  for  1-00125  and  E,  in  the  residual  factor 
consists  of  -0'-  followed  by  48  figures.  In  the  evaluation  of  the  log 
of  this  expression  the  Napierian  logs  of  1-0-1  and  (1  -  -O'l)  are  taken 
from  an  auxiliary  table,  those  of  lO^a"^',  etc.,  must  be  obtained 
by  expan.sion  (the  power  of  a  being  given  by  the  princi)»al  table) 
and  that  of  (1-R)  must  be  calculated  in  the  same  way  as 
log^(l  -  1/2744001)  but  with  less  labour  since  E  begins  with  12  O's 
against  the  7  of  1/2744(X)1  ;  the  value  of  log^a*^^  is  obtained  by 
multiplying  log^.o.  (which  is  given  to  63  figures)  by  855.  and  finally 
the  sum  of  all  the  Napierian  logs  must  be  multiplied  by  the  60- 
figure  value  of  M. 

It  will  be  seen  that  Mr.  Stuckey's  method  is  a  special  kind  of  radix 
method  adapted  to  his  new  table,  but  the  process  of  determining 
the  radices  is  not  so  systematic  as  the  ordinary  process  and  may 
involve  a  considerable  amount  of  tentative  work.     Thus,  in  the 
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example  under  consideration,  the  natural  course  would  be  to  take 
a^-''  as  the  first  factor,  since  a"^'"  is  the  nearest  entry  to  -343,  but 
this  would  be  a  false  start ;  Mr.  Stuckey  tries  a'^^*'  to  begin  with, 
but  has  to  reject  it  on  account  of  its  leading  to  subsequent  factors 
which  cannot  be  evaluated  without  higher  powers  of  a  than  are 
given  in  his  table,  and  he  eventually  adopts  a*^'''  with  an  "  auxiliary 
factor"  l-O'-l.  In  the  case  of  this  particular  example  it  would 
certainly  appear  that  the  common  lo^  would  be  found  with  less 
work  by  Sharp's  table — even  if  343  could  not  be  reduced  to  a  better 
residual  factor  than  1/2744001.  Whether  this  would  be  so  in 
general  it  would  be  impossible  to  determine  without  further  tests. 
Mr.  Stuckey  must  presumably  have  carefully  considered  the  relative 
merits  of  his  new  method  and  the  old  methods  before  undertaking 
the  very  great  labour  of  constructing  his  table,  and  we  should  like 
to  know  what  his  conclusions  were.  His  introduction  makes  no 
reference  to  the  methods  that  have  hitherto  been  used,  and  does 
not  state  on  what  grounds  or  for  what  purposes  the  new  method 
is  to  be  preferred. 

To  turn  from  the  calculation  of  60-figure  logs  to  the  ordinary 
operations  of  arithmetic  entails  a  somewhat  abrupt  transition,  but 
it  is  necessary  because  special  attention  is  drawn  in  the  introduction 
to  the  fact  that  the  table  can  be  used  for  multiplications,  divisions, 
involution,  etc.  This  is  no  doubt  true,  but  an  antilog  table  with 
a  4-figure  argument  and  a  60-figm'e  entry  cannot  be  regarded  as 
very  suitable  for  ordinary  use.  It  may  be  mentioned  that  the 
•example  given  by  Mr.  vStuckey  of  the  application  of  the  table  to 
involution — the  evaluation  of  s^-"  (incorrectly  printed  S"*-'^)  where 
s  is  the  0^<-^^  value  of  the  Makeham  constant — -might  have  been 
specially  chosen  to  emphasise  the  academic  character  of  the  table, 
for  it  is  not  clear  that  s"*-*^  could  ever  be  required  except  for  some 
such  purpose  as  the  calculation  of  the  probability  of  4  infants  all 
attaining  age  105. 

The  compound  interest  applications  are  of  a  more  practical 
nature,  although  naturally  they  only  require  a  comparatively  small 
proportion  of  the  60  figures.  Since  (1 +z)'  =  (l-00125)^',  where 
(1 +i)  =  (l-00125)^'  and  k  and  kt  will  in  general  be  partly  integral 
and  partly  fractional,  and  since  the  second  power  of  -00125  and 
{consequently)  the  second  difference  of  (1-00125)"  are  small,  it  follows 
that  the  amount  or  present  value  of  1  at  any  rate  of  interest,  and 
for  any  value  of  t  <  2000 /A;,  may  be  obtained  from  the  table  approxi- 
mately by  a  double  first  dift'erence  interpolation,  i.e,  by  interpolating 
first  for  k  and  then  for  (1-00125)*-'.  Similarly  the  rate  of  interest 
at  which  a- — or  a  redeemable  security — has  a  given  value  can 
be  found  by  means  of  the  table,  with  considerable  accuracy,  by 
first  difference  interpolation  between  trial  rates  corresponding  to 
suitably  selected  powers  of  1-00125.  The  examples  given  in  the 
introduction  could  probably  all  be  worked  out  with  equal,  or  at 
any  rate  sufficient,  accuracy,  and  with  less  trouble,  by  interest  tables 
or  a  fairly  extensive  log  table  of  the  ordinary  kind.  Nevertheless, 
the  table  has  instructive  properties  in  connection  with  compound 


1916.]  Reviews.  67 

interest  problems,  and  it  might  perhaps  with  advantage  have  been 
published  for  actuarial  purposes  without  the  last  50  figures.  A 
10-figure  pocket  table  of  (1-00125)",  with  an  auxiliary  table  giving 
the  values  of  k  for  all  ordinary  rates  of  interest,  which  could  be 
used  for  solving  any  problem  in  compound  interest  and  would  even 
serve,  if  the  worst  came  to  the  worst,  as  an  inconvenient  log  table, 
would  have  been  an  attractive  curiosity.  But  the  table  as  it  stands, 
in  attempting  to  combine  an  interest  ready-reckoner,  a  log  table, 
and  an  original  mathematical  table  of  a  highly  specialized  type, 
seems  to  us  to  aim  at  fulfilling  three  entirely  incompatible  purposes. 


A  Course  in  Interpolation  and  Nnmerical  Integration  for  the  Mathematical 
Laboratory  {Edinburgh  Mathematical  Tracts,  No.  2).  By  David 
GiBB,  M.A.,  B.Sc. 

(Pp.  90.     3s.  6r/.  net.     London  :  (1.  Bell  &  Sons,  Ltd.) 

We  have  read  this  book  with  interest,  and  can  cordially  recommend 
it  to  any  members  of  the  profession  who  wish  to  extend  their  know- 
ledge of  the  practical  applications  of  the  methods  of  Interpolation 
and  Finite  Integration.  The  author's  point  of  view  is  somewhat 
different  from  that  to  which  actuarial  students  are  accustomed,  but 
that  is  by  no  means  a  disadvantage  ;  on  the  contrary,  it  tends  to 
throw  fresh  light  on  the  uses  and  limitations  of  the  various  formulas. 
Moreover,  as  the  book  is  intended  for  general  use  in  mathematical 
calculations,  it  includes  some  interesting  formulas  and  methods 
which  the  actuary  does  not  meet  with  in  the  course  of  his  ordinary 
reading,  such  as  Borda's  and  Haros's  formulas  for  the  calculation 
of  the  logs  of  the  primes,  the  radix  method  of  calculating  logs,  and 
Gauss's  method  of  quadrature  with  unequal  intervals.  But  the 
chief  merit  of  the  book  consists  in  the  numerous  fully-worked-out 
arithmetical  examples  by  which  the  application  of  the  formulas  is 
illustrated.  AYe  may  mention  specially  the  examples  of  the  cal- 
culation of  a  log  by  the  radix  method,  of  the  approximation  to  the 
roots  of  an  equation  by  interpolation,  and  of  the  error  due  to  the 
neglect  of  higher  orders  of  differences. 

The  chapter  on  InterjDolation  is  in  some  respects  less  satisfactory 
than  the  rest  of  the  book.  We  do  not  see  what  purpose — other 
than  that  of  establishing  an  algebraical  identity — is  served  by 
deriving  Newton's  formula  from  Lagrange's ;  the  formula  has 
already  been  obtained  in  the  preceding  chapter  for  integral  values 
of  n,  and  the  transition  from  integral  to  fractional  values  does  not 
require  another  algebraical  demonstration,  but  an  assumption 
(namely,  that  the  function  may  be  approximately  represented  at 
the  point  where  its  interpolated  value  is  required  by  the  polynomial 
determined  by  the  given  values).  The  effect  of  obtaining  the  formula 
again  by  an  entirely  different  method  may  well  be  to  lead  the  student 
to  suppose,  in  the  absence  of  any  express  statement  to  the  contrary, 
that  it  differs  in  some  way  from  the  previous  formula.  Then  it  is 
stated,  in  effect,  on  page  23,  that  if  an  interpolated  value  is  required 
between  the  last  two  of  a  given  series  of  terms,  Newton's  formula 

F  2 
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will  not  give  a  good  approximation,  because  it  will  involve  the  last 
two  terms  only  ;  and  again  on  page  25,  that  Stirling's  formula 
"  should  not  be  used  for  determining  the  value  of  a  function  for  values 
"  of  the  argument  near  the  beginning  or  the  end  of  a  series  of  obser- 
'■  vations,  as  it  iroidd  not  then  he  possible  to  obtain  a  sufficienthi  high 
'■'  order  of  differences  "  (the  italics  are  ours).  These  statements  are 
very  confusing,  and  the  confusion  is  worse  confounded  in  the  present 
edition  of  the  book  by  a  misprint  in  the  example  on  page  22— /(3 -5) 
being  twice  printed  for /(I -5) — as  the  result  of  which  Newton's  and 
Stirling's  formulas  are  represented  as  giving  two  entirely  different 
values  for  the  same  quantity.  The  fact  is,  of  course,  that  each  of 
the  formulas — forward,  backward  or  central — will  involve  all  the 
given  terms  provided  it  starts  at  the  right  place,  namely,  with  the  first, 
last,  or  middle  term  respectively,  and  that  all  the  formulas  will  then 
give  exactly  the  same  result,  subject  to  the  last  available  difference 
being  assumed  to  be  constant  for  the  pm-pose  of  obtaining  the  mean 
difference  required  in  one  or  other  (according  as  the  number  of  given 
terms  is  odd  or  even)  of  the  central  formulas.  The  derivation  of 
the  central  difference  formulas  from  Newton's  by  algebracial  trans- 
formation is  simple,  and  no  doubt  sufficient  for  practical  purposes, 
although  not  general,  but  Everett's  elegant  and  convenient  formula  is 
not  given.  In  the  discussion  of  the  problem  of  finding  the  value  of  x 
for  which  f[x)  has  a  given  value,  it  might  have  been  mentioned  with 
advantage  that,  as  an  alternative  to  the  method  of  inverse  inter- 
polation, the  approximate  value  of  x  could  be  obtained  by  direct 
interpolation  by  Lagrange — f(x)  being  taken  for  this  purjiose  as 
the  argument,  and  x  as  the  functioii. 

In  the  chapter  on  Numerical  Integration  the  principal  formulas 
of  integration  and  approximate  summation  are  clearly  and  simply 
obtained,  and  there  is  an  instructive  article  on  the  case  where  the 
upper  limit  is  not  a  tabulated  value.  The  derivation  of  the  quad- 
rature formulas  from  Cotes's  general  theorem  seems,  however, 
unnecessarily  complicated.  These  formulas  can  be  readily  obtained 
by  assuming  that  f{x)  is  a  rational  algebraical  function  of  the 
second,  third,  or  fourth  degree  as  the  case  may  be,  integrating,  and 
solving  a  linear  simultaneous  equation  for  the  unknown  coefficients, 
and  this  method  brings  out  in  each  case  the  precise  nature  of  the 
parabolic  curve  by  which  the  curve  of  f{x)  is  replaced.     Weddle's 

Rule,  which  the  author  obtains  bv  adding  ,,^th  of  the  6th  central 
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difference  to  the  cpiadrature  formula  corresponding  to  the  assumption 
that  f{x)  is  of  the  6th  degree,  is,  perhaps,  better  obtained  by  deduct- 

4 
ing  -ths  of  the  Three-Eighths  (Simpson's  Second)  Eule,  taken  over 

two  ranges,  from   "  ths  of  Simpson's  (First)  Rule  taken  over  three 
o 

ranges.     This  is  not  only  much  simpler,  but  it  has  the  important 

advantage  of  showing  that  Weddle's  is  not  an   independent  Rule 

and  that  no  new  formialas  can  consequently  be  obtained  by  blending 

it  with  the  other  Rules. 


1916.]  Reviews.  69 

Five- Figure  Mathematiad  Tables.     Compiled  by  E.  Chappell, 

B.Sc,  &c. 

(I'p.  320  +  xvi.     5.V.  net.       London  and  Edinburgh:  \V.  &  R.  Clianibcrs,  Ltd.) 

This  collection  of  Tables  contains  a  useful  addition  to  the  ordinary 
log  tables  in  the  form  of  a  table  of  logs  of  logs  (or  logs  of  cologs),  and 
the  corresponding  "  anti  "  table — tables  of  lologs  and  illologs,  to 
adopt  the  names  which  the  compiler  gives  them.  The  main  object 
of  these  new  tables  is  to  facilitate  the  processes  of  involution  and 
evolution.  The  evaluation  of  c"  by  ordinary  log  tables  entails 
five  entries  if  the  multiplication  of  log  c  by  n  is  performed  by  logs — • 
one  for  log  c,  two  for  the  logs  of  log  (or  colog)  c  and  n  (or  -  n), 
and  two  more  for  the  successive  antilogs.  The  new  tables  give 
the  log  of  the  log  (or  colog)  and  the  anti  (  ±  anti)  log,  and  thus  reduce 
the  requisite  number  of  entries  to  three.  The  process  is  much  simpler 
in  operation  than  in  description — in  fact  the  evaluation  of  a  power 
becomes  identical  in  form  with  that  of  a  product  except  for  the 
slight  complication  introduced  by  the  change  of  sign  when  c  is  <  1 
or  n  is  negative.  Mr.  Chappell  legislates  for  this  by  using  red  ink 
for  the  lolog  when  c  is  <1  and  for  the  argument  of  the  illolog 
table  when  the  sign  has  to  be  changed  in  taking  the  second 
antilog,  and  by  such  rules  as  "  when  performing  a  process  of  involu- 
tion or  evolution  corresponding  to  a  negative  index  merely  change 
the  colour  of  the  lolog  and  then  proceed  exactly  as  for  a  positive 
index."  The  red  ink  and  the  rules  are  to  us,  we  must  confess,  rather 
confusing.  Apart  from  the  facts  that  red  ink  is  not  always  available, 
that  when  available  it  is  often  used  to  denote  negative  quantities, 
and  that  the  attempt  to  print  a  book  in  two  colours  nearly  always 
results  (as  in  the  present  instance)  in  faults  of  alignment,  it  seems 
to  us  that,  as  each  of  the  two  new  tables  really  consists  of  two  entirely 
distinct  tables,  it  might  be  better  to  recognize  this  by  having  four 
tables,  i.e.,  of  lologs,  locologs,  illologs  and  illocologs — or  whatever 
may  be  the  appropriate  name,  according  to  Mr.  Chappell's  system 
of  nomenclatm-e,  for  the  antilog  of  an  antilog  with  its  sign  changed. 
The  only  rules  would  then  be  that  the  locolog  must  be  used  when 
c  is  <  1 — there  would,  of  com'se,  be  no  lologs  for  quantities  <  1 — 
and  that  in  taking  out  the  final  result  the  illocolog  table  must 
be  used  when  c  is  <1  and  n  is  positive  or  when  c  is  >1  and  ;;  is 
negative.  Incidentally  it  may  be  noticed  that  Mr.  Chappell's  evalua- 
tion of  the  form  a  {blc)'^  by  means  of  the  lologs  of  a  and  b  seems  to 
entail  an  unnecessary  number  of  entries ;  it  would  apparently 
be  simpler  in  such  a  case  to  take  the  log  of  ±  (log  h  -  log  f)  in  the 
usual  way.  A  convenient  application  of  the  lolog  table  occm'S 
in  connection  with  Xapierian  logs,  for  since  logvc=  ±  antilog 
(lolog  or  locolog  c  -  log  M),  the  Napierian  log  can  be  found,  with  the 
aid  of  the  lolog  table,  by  two  entries. 

In  addition  to  the  new  tables  the  book  includes  tables  of  logs, 
cologs,  antilogs.  and  trigonometrical  functions  and  theu"  logs — with 
a  note  on  each  page  showing  whether  the  proportional  parts  are 
additive   or  subtractive,   and  with   an   occasional  warning,   when 
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the  difierences  are  large  and  clianging  rapidly,  that  (first  difference) 
interpolation  may  not  be  sufficiently  accurate.  The  colog  table 
seems  a  luxury  rather  than  a  necessity,  but  will  be  useful  for  taking 
out  reciprocals.  Mr.  Chappell  uses  it,  we  notice,  for  di\'isions,  and, 
in  fact,  whenever  the  ordinary  log  would  have  to  be  subtracted, 
but  probably  most  computers  would  as  soon  subtract  as  add  and,  in 
any  case,  would  sooner  subtract  than  use  two  tables.*  Aparagraphin 
the  preface  is  devoted  to  defending — from  the  position  of  an  engineer 
or  applied  scientist — the  limitation  (as  a  rule  to  five)  of  the  number 
of  figures  in  the  tabulated  values,  but  we  note  that  six  figures  are 
given  in  the  antilog  table.  The  antilogs  used  in  conjunction  with 
the  five-figui'e  logs  may  consequently  produce  in  many  cases  the 
illusory  accuracy  against  which  Mr.  Chappell  enters  a  protest. 
This  seems  to  be  the  case  in  the  examples  of  the  use  of  antilogs 
given  in  the  introduction,  for  in  none  of  the  six  examples  is  the 
result  correct  to  the  sixth  figm'e.  and  in  two  out  of  the  six  the  error 
afiects  the  nearest  fifth  figvu'e. 

"We  cordially  welcome  Mr.  Chappell's  proposal  to  regularize 
the  use  of  "  log"  instead  of  "  logarithm,'  although  it  is  not  clear 
why  the  last  three  letters  of  the  longer  word  should  be  condemned 
as  "  quite  unpronounceable  " — "  rhythm  "  and  "  chasm  "  would 
apjDarently  fall  under  the  same  condemnation.  "  Lolog",  also,  seems 
quite  convenient.  But  we  do  not  understand  why  the  familiar 
and  time-honoured  "  antilog  "  should  be  supplanted  by  an  upstart 
and  meaningless  "  illog." 

*  It  is  only  fair  to  say  tliat  some  authorities  seem  to  consider  a  colog  table 
indispensable.  Prof.  G.  H.  Bryan  and  Mr.  T.  G.  Creak,  for  example,  in  an 
article  entitled  "  The  Bordered  Antilogarithm  Tabic  "  in  the  Mathematical 
Gazette  for  December  1915,  state  that  "  for  operations  involving  both  multi- 
plicacion  and  division  .  .  .  logarithms  of  recipocals  are  constantly  needed." 
They  are  of  opinion  that  "  either  the  table  of  antilogarithnis  or  that  of 
logarithms  may  be  banished  with  advantage,"  and  as  a  colog  table  cannot  be 
combined  with  a  log  table,  they  propose  to  banish  the  latter  and  to  use,  for  all 
purposes,  an  antilog  table  with  two  complementary  arguments — the  log  of  the 
entry  being  given  at  the  left  side  and  top  of  the  table,  and  its  colog  at  the 
right  side  and  bottom,  and  both  logs  and  cologs  being  found  by  inverse  entry. 
A  specimen  table  (an  incidental  feature  of  which  is  that  five  figures  are  given 
in  the  earlier  part  of  the  table  where  the  logs  arc  changing  rapidly,  and  four 
figures  in  the  latter  part)  is  appended  to  the  article. 


An   Elementary   Manual  of  Statistics.      By   Arthur    L.    Bowley, 
8c.D.,  F.S.S.     Second  Edition. 

(Pp.   220.     5«.  net.      London:  Macdonald  &  Evans.) 

Although  intended  primarily  for  beginners  Dr.  Bowley's  Elementary 
Manual  is  a  book  that  may  be  read  with  advantage  by  every  student 
of  statistics.  Perhaps  its  chief  merit  is  that  in  Part  II  it  introduces 
the  reader  to  actual  statistical  data  by  giving  some  account  of  the 
official  statistics  relating  to  such  subjects  as  population,  trade,  prices 
and  employment.     But  Part  I,  which  deals  with  the  elements  of 
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statistical  method,  contains  useful  information  on  various  practical 
matters  which  might  escape  the  student  who  approaches  the  subject 
exclusively  from  the  mathematical  side,  e.g.,  the  use  (or  abuse)  of 
percentages,  the  use  of  diagrams,  the  necessity  for  precision  in  the 
headings  of  tables,  and  the  main  points  to  be  kept  in  view  in  con- 
sidering pubUshed  statistics.  And,  in  view  of  the  difficulty  of 
obtaining  examples  for  self-examination,  the  collection  of  exercises 
in  Appendix  I  is  a  useful  feature. 

In  the  present  edition  practically  no  alteration  has  been  made  in 
Part  I,  but  the  official  statistics  in  Part  II  have  in  many  cases  been 
brought  up  to  a  later  date,  with  some  consequential  alterations  in 
the  author's  commentary — particularly  in  the  chapter  on  income 
and  capital.  Two  new  appendixes  have  been  added.  On  the  other 
hand,  in  the  process  of  reprinting  a  hne  appears  to  have  been  acci- 
dentally dropped  at  the  foot  of  p.  69  and  half  a  line  at  the  foot  of  p.  74. 


An  Inquiry  into  the  Statistics  of  Deaths  from  Violence  and   Unnatural 
Caiises  in  the  United  Kingdom.     By  WiLLiAJM  A.  Brend,  M.D.,  &c. 

(Pp.  80.     ?«.  6d.  net.      London  :  Charles  Griffin  &  Co.,  Ltd.) 

Deaths  in  the  United  Kingdom  from  other  than  natural  causes  form 
the  subject  of  quite  a  number  of  official  reports  and  returns,  but  only 
two  of  these — the  Reg'strar-C4enerars  returns  and  the  Home  Office 
report  on  coroner's  inquests — cover  the  whole  of  the  ground,  the 
others — such  as  the  Home  Office  report  on  street  accidents  caused  by 
vehicles  and  the  Local  Government  Board  return  of  deaths  from 
starvation  or  accelerated  by  privation — deahng  with  special  classes 
of  deaths  for  various  statutory  or  departmental  purposes.  The 
different  returns  are  compiled  on  almost  as  many  different  bases 
as  regards  area,  age-classffication,  causation,  etc.,  each  being  a 
law  to  itself  with  reference  to  its  special  pm'pose,but  without  reference 
to  the  others,  so  that  they  cannot  be  systematically  compared. 

In  certain  cases,  however,  in  which  comparison  is  more  or  less 
possible.  Dr.  Brend  has  discovered  material  discrepancies,  and  it 
seems  a  reasonable  inference  that  such  discrepancies  in  fact  exist 
throughout  the  statistics.  Dr.  Brend  adduces  evidence  to  show  that 
some  deaths  which  form  the  subject  of  inquests  are  never  reported 
to  the  Registrar-General  and  are  consequently  omitted  altogether 
from  his  returns.  The  remedy  suggested  for  the  system,  or  lack  of 
system,  under  which  this  is  possible  is  substantially  more  uniformity 
and  co-ordination  in  compilation.  Totals  would  then  have  to  agree, 
and  mistakes  would  be  discovered  and  corrected. 

Dr.  Brend  devotes  Part  III  of  his  Inquiry  to  the  discussion  of 
deaths  from  overlying,  burns,  anesthetics,  and  poisoning.  The 
subjects  are  of  importance  and  Dr.Brend's  conclusions  are  of  interest 
— in  regard  to  the  deaths  of  children  from  burning  (the  "  flannellette 
question"),  for  example,  he  is  of  opinion  that  it  is  the  style  of 
clothing  rather  than  the  material  of  which  it  is  made  that  is  the 


72  Beviews.  [Apkil 

principal  factor — but  tlieir  relevance  to  the  inquiry  consists  in  the 
e\'idence  they  afford  that  the  statistics  are  not  sufficiently  reliable 
to  form  a  basis  for  definite  action.  The  first  thing  is  to  get  the 
statistics  right,  and  this  is  an  object  that  is  of  some  interest  both  to 
actuaries  and  to  accident  insurance  companies. 


La  Mortaliie  chez  Ics  neutres  en  temps  de  (fuerre.     By  Dr.  I^.  HEit.scH, 
Privat-docent  in  the  University  of  Geneva. 

(P]).  36  +  J  disigrams.      1  fc.      Paris  :  Giarcl  &  Briere  ;  Geneva  ami  15ale  : 
(ieori^  &  Co.) 

This  is  a  reprint  uf  a  remarkably  interesting  paper  communicated 
Ijy  the  author  in  April  1915  to  the  National  Institute  of  Geneva. 
It  is  obvious  that  a  great  war  must  have  a  very  considerable  effect 
on  the  vital  statistics  of  the  countries  dii'ectly  or  indirectly  involved, 
over  and  above  the  deaths  due  to  military  or  naval  service,  but 
Dr.  Hersch  has  been  unable  to  trace  any  previous  attempt  to 
investigate  the  subject  systematically  from  a  statistical  point  of  view. 
The  present  paper  touches  upon  the  general  ([uestion  of  civilian 
mortality  (in  addition  to  giving  some  observations  on  the  effects  of 
war  on  births  and  marriages),  although  it  deals  mainly — as  indicated 
by  the  title — with  the  particular  aspect  of  the  subject  in  which  small 
neutral  countries,  adiacent  to  the  belligerent  states,  are  chiefly 
interested.  From  a  comparison  of  the  deaths  registered  in  1870-1872 
in  the  countries  most  closely  affected  by  the  Franco-German  War 
with  the  deaths  registered  in  the  preceding  and  succeeding  years. 
Dr.  Hersch  estimates  that  as  against  a  total  of  about  141,000  deaths 
officially  attributed  to  service  in  the  War  (including  deaths  in 
hospital  from  wounds  or  illness  contracted  on  service)  there  Avas 
an  excess  of  no  fewer  than  854,000  civilian  deaths,  or  about  six  times 
the  number  of  the  deaths  directly  due  to  the  War,  namely,  500,000 
in  France,  229,000  in  I'russia,  55,000  in  Belgium,  47,000  in  Holland, 
and  23,000  in  Switzerland.  The  records  of  1865-7  give  similar 
results  on  a  smaller  scale,  as  regards  the  War  of  1866,  for  Austria, 
Belgium  and  Holland — ^Switzerland  had  not  introduced  federal 
registration,  and  the  German  figures  are  not  given.  From  the 
detailed  statistics  according  to  age  and  sex,  the  extra  mortality 
appears  to  have  fallen  mainly  on  the  very  young  and  the  very  old, 
and  to  have  been  slightly  heavier  among  males  than  among  females. 
In  Belgium,  nearly  one-half  of  the  excess  deaths  were  of  children 
under  five  years  old  ;  in  Holland,  over  one-half  ;  and  in  Switzerland, 
one-third.  "On  arrive  ainsi  a  la  conclusion,  aussi  poignante  que 
"  paradoxale,  que  les  grands  se  font  la  guerre  et  que  ce  sont  les  tout 
"  petits  qui  en  sont  les  principales  victimes." 

It  is  possible  that  so  far  as  the  neutral  countries  are  concerned 
the  crude  statistics  may  somewhat  overstate  the  case.  There  must 
have  been  a  heavy  mortality  among  the  refugees  who  migrated  from 
the  war  zone  into  the  adjoining  neutral  countries,  and  perhaps  also 
amonw  the   large  bodies  of    troops  that  crossed  the  frontiers  into 
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Belgium  aud  Switzerland,  and  it  does  not  appear  from  the  pajoer 
whether  the  deaths  in  such  cases  were  registered  in  the  countries  in 
Avhich  they  occurred,  and  if  so,  whether  allowance  has  been  made 
for  them.  But  this  does  not  affect  the  extra  mortality  in  the 
aggregat-e. 

Whether  the  experience  of  former  wars  is  being  repeated  in  the 
present  war  Dr.  Herschs  paper  affords  little  or  no  statistical 
e\adence.  The  only  1914  statistics  available  when  the  paper  was 
written  were  those  of  the  Canton  of  Geneva,  and  these,  although 
showing  a  heavy  mortality,  are  obviously  too  limited  and  too  much 
affected  by  the  large  foreign  element  in  the  population  of  the  Canton 
for  any  reliance  to  be  placed  on  them. 

Dr.  Hersch  thinks  that  notwithstanding  the  progress  in  public 
health  and  in  social  pro\ndence  the  extra  mortaUty  will  be  found  to 
be  enormous.  We  shall  not  venture  on  prophecy,  but  shall  await 
with  much  expectant  interest  the  publication  of  the  results  of 
Dr.  Hersch's  further  investigations. 


CORRESPONDENCE 


LLMITED  PAYMENT   LIFE   POLICIES. 

SPECIAL   RESERVES   FOR   PROFITS   AND    EXPENSES. 

To  the  Editors  of  the   Journal  of  the  Institute  of  Actuaries. 

Sirs. — Mr.  Todluinter's  Hypothetical  Office  Premium  Formula, 
given  in  his  recent  paper  {J.  I.  A.,  vol.  xlix,  p.  26-1)  on  the  above  sub- 
ject, produces  reserves  equal  to  the  net  premium  reserve  for  the  sum 
assured  plus  the  net  premium  reserve  for  a  pure  endowment  equal 
to  the  amount  of  the  special  additional  reserve  required  at  the 
end  of  the  premium  period  by  the  usual  method.  From  the  Table 
in  the  paper  (p.  265),  it  will  be  seen  that  the  full  reserve  in 
the  illustration  there  given  is  69-86  at  the  end  of  20  years.  The 
single  premium  at  age  50,  0-^i('^>  2h  per-cent,  is  6149,  and  therefore, 
8-37  is  the  amount  of  the  pure  endowment.  The  increase  in 
reserve  arising  by  valuing  these  pure  endowments  as  endowment 
assm-ances  would,  perhaps,  not  be  considered  important  in  practice. 
If  the  premiums  under  limited  payment  policies  are  valued  by 
the  Z-method  it  might  be  found  convenient  to  make  a  correction 
for  the  special  reserve  by,  at  the  same  time,  scheduling  an  amount 
to  be  valued  as  an  endowment  assm'ance,  which  amount  could 
be  suitably  adjusted  to  take  account  of  any  inadequacy  in  the 
limited  payment  premiums. 

In  the  follow^ing  table  are  given  reserves  calculated  on  this 
principle  in  comparison  with  the  figures  given  in  Column  (6)  of 
Mr.  Todhunter's  Table.  There  is  also  added,  as  a  matter  of  interest, 
the  reserves  obtained  by  valuing  8-37  as  a  pure  endowment  on 
the  experience  basis  0^^^^  4  per-cent. 
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Limited  Fayment  Policy   Values. 

« 

By  Hypothetical 
Office  Preniiuni 

Metliod 
(Mr.  Todhuiiter) 

Net  Preniiuni  Re.seive 
+  8-37„V3o  :To| 

Net  Preniiuni  Reserve 
(0"'5'  2k  %) 
+  8-37,.V^^-^l 
(Ot»]4  7o)      . 

0 

5 

10 

15 

20 

0-00 
14-00 
30-02 
48-44 
69-86 

000 
14-08 
3016 
48-57 
69-86 

000 
13-81 
29-73 
48-19 
69-86 

The  difference  in  reserve  would  be  gi'eater  in  some  cases 
than  shown  above,  but  if  thought  material  a  higher  rate  of  interest 
might  be  adopted.  Investigation  would  possibly  show  that  the 
average  age  obtained  for  the  valuation  of  the  premiums,  or  a 
simple  modification  thereof,  would  be  applicable  to  the  endowment 
assurances.  The  method  would  perhaps  be  considered  applicable 
to  single  premium  policies,  the  usual  extra  reserve  at  the  end  of 
a  fixed  term  of  years  being  valued  as  an  endowment  assurance  ; 
or  a  portion  only  of  the  special  reserve  could  be  provided  in 
this  manner,  the  balance  being  provided  for  in  the  usual  way. 

Apparently  it  would  be  necessary  to  reschedule  a  correction 
factor  at  the  end  of  the  premium  period,  (in  the  case  of  single 
premiums  at  the  end  of  the  fixed  term  agreed  upon),  but  possibly 
some  convenient  deface  could  be  found  to  overcome  this.  If 
not,  there  would  be  some  compensation  in  the  fact  that  a 
considerable  proportion  of  policies  cease  before  the  end  of  the 
premium  period,  thus  materially  reducing  the  work. 


Youi's  faithfully, 

A.  D.  AVATSON. 


InsiD'aiict  Depai'tmeut, 
Ottawa, 

9   October  1915. 


[A  practical  method  of  valuation  (for  n<t),  suggested  by  the 
foregoing  letter,  would  be  to  take  the  net  premium  value  and  add 
?i/i-ths  of  the  additional  loading  reserve  required  at  the  end  of  the 
pa}Tnent  term.  An  alternative  method — suggested  by  the  writer 
of  the  letter  with  the  object  of  reducing  the  valuation-strain  in  the 
early  years  incidental  to  taking  w/i-ths  of  the  additional  loading 
reserve — would  be  to  add  to  the  net  premium  reserve  the  accumu- 
lated sinking  fund  for  the  additional  loading  reserve,  i.e.,  to  take 
„V(--ths  of  that  reserve  instead  of  w/^ths.  Either  of  these 
modifications  would  answer  the  purpose  of  the  hypothetical  office 
premium  method,  that  purpose  being  merely  to  avoid  the 
inconvenience  of  the   ordinary  method   of  valuation— consistently 
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with  making  a  fully  adequate  reserve — by  distributing  over  the 
payment  term  the  valuation-loss  due  to  the  commutation  of  the 
whole-life  premium  at  a  rate  of  interest  higher  than  the  valuation- 
rate.  The  first  mentioned  method,  which  has  the  advantage  of 
being  very  simple  in  application,  would  give  the  following  reserves 
for  11  =  5,  10  and  15  in  the  case  dealt  with  in  the  letter  : — 14-54  ; 
30-82;  49-n.— Eds.  J./..4.] 


INSTITUTE    OF   ACTUA.RIES. 


THE    SIR    GEORGE    HARDY    ME^iIORIAL. 

A  Special  Meeting  of  the  Institute  of  Actuaries  was  held  at  Staple 
Inn  Hall,  Holborn,  on  Tuesday,  11  January  1916,  for  the  purposes 
of  receiving  the  dedication  of  the  Memorial  Fund  which  had  been 
subscribed  in  commemoration  of  the  late  Sir  George  Hardy's  life 
and  work,  and  of  witnessing  the  unveiling  of  a  bust  executed  for  the 
Institute  by  Mr.  Gilbert  Bayes. 

The  attendance — representative,  so  far  as  the  circumstances  of 
the  times  permitted,  of  aU  clas.ses  of  members — bore  witness  to  the 
respect  and  affection  with  which  Sir  George  Hardy  was  regarded 
by  the  profession. 

Several  ladies  occupied  seats  in  the  gallery,  among  those  present 
being  Lady  Hardy. 

The  Pre.«idext,  in  opening  the  proceedings,  said  that  they  had 
met  to  do  honour  to  a  man  for  whom  they  had  the  greatest  esteem  and 
who  was  beloved  by  all  of  them.  It  was  not  his  intention  to  make  a 
long  speech,  because  there  were  others  present  who  knew  Sir  George 
Hardy  better  than  he  did,  and  who  would  be  able  to  speak  with  fuller 
knowledge  of  his  great  abilities  and  of  the  great  regard  they  all  had 
for  him.  They  were  there  that  evening  in  a  double  capacity.  The 
Council  had  decided  that  the  Institute,  as  a  corporate  body,  should 
possess  in  its  Hall  a  permanent  memorial  of  their  dear  friend,  and 
those  who  knew  him  personally  had  decided,  as  private  individuals, 
to  do  something  to  perpetuate  his  memory.  He  would  call  upon 
Sir  Gerald  Ryan  to  state  what  been  done. 

Sir  Gerald  Eyan  said  that  the  occasion  was  unique,  for  he 
believed  that  no  similar  gathering  had  taken  place  in  the  history  of 
the  Institute.  In  past  times  they  had  had  to  mourn  the  loss  of  dis- 
tinguished sons  of  the  Institute,  men  who  had  passed  away  in  the 
fulness  of  years,  leaving  a  fine  record  of  w^ork  behind  them.  But 
even  among  them  their  dear  friend,  the  late  Sir  George  Hardy,  stood 
alone.  He  was  an  exceptional  man — exceptional  in  the  rare  gifts 
and  endowments  with  wMch  he  was  blessed  ;  exceptional  in  the  value 
and  volume  of  his  services  ;  exceptional,  too,  alas,  in  the  hour  and 
circumstance  of  his  death,  for  it  was  while  his  mental  vigour  was  at 
its  highest  that  the  hand  of  death  fell,  aU  too  soon,  upon  him,  to  their 
profound  sorrow. 
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The  two-fold  recognition  wliicli  tliey  proposed  to  pay  to  his 
memory  aimed  at  different  objects  and  proceeded  along  different  lines. 
By  the  Bust  which  the  President  would  presently  unveil  they  sought 
to  testify  to  their  desire  to  retain  in  their  midst  as  a  perpetual 
memento  of  a  dear  friend  something  of  his  personal  traits  and 
characteristics,  something  of  his  charm  of  feature,  of  liis  high  in 
tellectual  cast  of  countenance.  But  by  the  Memorial  Fund  which, 
they  were  establishing  they  endeavom'ed  to  perpetuate  and  to 
encourage  those  mental  influences  and  scientific  pursuits  with  which 
his  remarkable  career  was  associated  ;  the  one  made  a  human  appeal 
to  them,  the  other  an  intellectual  appeal. 

He  was  unmoved  by  the  cold  ])hilosophy  of  those  who  maintain 
that  the  highest  merit  needs  no  monument,  that  good  work  is  in- 
destructible and  provides  its  own  imperishable  monument.  He 
believed  that  the  higher  promptings  of  their  nature  were  totally 
opposed  to  such  a  view.  A  national  assembly  without  its  busts  of 
the  great  figures  of  history,  a  fine  city  without  its  mementoes  of 
illustrious  patriots  and  benefactors,  would  leave  too  much  to  memory 
and  the  imagination.  In  this  particular  case,  the  extraordinarily 
spontaneous  reception  given  to  their  movement  showed  the  wide 
conviction  that  some  such  memorial  was  highly  appropriate  and 
desirable  in  Hardy's  case.  For  himself  he  thought  they  would  be 
strangely  lacking  in  generosity,  appreciation  and  gratitude  if  they 
failed  to  take  some  such  steps  as  these  to  do  honour  to  his 
memory. 

In  the  Dedication,  which  he  would  presently  read,  it  would  be 
found  that  the  Committee  on  which  he  had  had  the  high  honour  of 
serving  as  Chairman,  and  whose  actions  had  been  controlled  by  their 
admirable  Secretary,  Mr.  Warner,  had  succeeded  beyond  expectations 
in  its  task.  Assisted  by  generous  donations  from  Lady  Hardy,  the 
partner  of  all  Sir  George's  triumphs  and  trials,  and  other  members 
of  the  family,  and  by  contributions  from  members  of  their  profession 
abroad,  they  had  collected  a  fund  of  no  less  than  £767.  The  wide- 
spread character  of  the  reception  which  had  been  given  to  the 
appeal  testified  to  the  unusual  popularity  and  esteem  in  which 
Hardy  was  held  throughout  the  world,  and  when  they  considered 
the  services  which  he  had  rendered  to  the  profession  he  thought  they 
would  all  agree  that  neither  the  bust,  nor  the  memorial,  nor  both 
together,  furnished  an  adequate  return.  Hardy  was  not  only  the 
best  lecturer  they  had  ever  had  ;  not  only  the  most  brilliant  con- 
tributor to  their  proceedings  :  not  only  a  dignified  and  distinguished 
President  of  the  Institute.  He  was  all  that,  and  he  was  much  more 
than  that.  To  him,  he  thought,  belonged  modern  actuarial  science 
more  than  to  any  man  of  his  time,  and  the  extent  of  his  influence 
upon  their  work  could  not  yet  be  accurately  gauged.  In  earlier  days 
he  (the  speaker)  had,  for  many  years,  a  very  close  association  w-ith 
Hardy,  and  he  was  impressed  immensely  wdth  liis  instantaneous 
comprehension  of  a  subject,  his  intuitive  perception  of  the  essential 
difficulties  of  the  problem,  and  his  bold  and  dexterous  mananivxing 
for  a  solution.  In  those  respects  he  Avas  the  most  gifted  man  he  had 
ever  met. 
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It  was  not  only  within  their  own  body  that  Hardy  had  rendered 
noteworthy  services.  Many  departments  of  the  State  called  him 
in  to  advise  them  in  connection  with  important  Government  affairs, 
and  in  the  closing  months  of  his  life  he  had  received  from  his 
Sovereign  a  great  honour  worthily  won  by  him  and  enthusiastically 
welcomed  by  all  his  friends.  As  to  his  personal  traits,  one  hesitated 
to  speak.  His  charm  of  manner  endeared  him  to  everyone  with  whom 
he  came  in  contact ;  and  he  had  among  the  junior  members  of  the 
profession  a  following  which,  in  popularity  and  intensity,  had  probably 
never  been  equalled.  To  him  all  science  seemed  well  within  reach, 
and  he  was  able  to  master  any  branch  of  it,  and,  indeed,  to  advance 
any  branch  of  it,  without  that  preliminary  study  which  every 
average  mortal  had  to  undergo.  In  those  respects  indeed  he  was 
probably  without  an  equal. 

He  would  ask  the  President  formally  to  accept  the  Memorial  Fund, 
on  behalf  of  the  Institute,  in  the  terms  of  the  following  Dedication — 

To  the  Tre.^idenf  and  Council  of  the  Institute  of  Actuaries. 

"  The  Committee  which  was  formed  to  raise  a  Fund  in  com- 
memoration of  the  life  and  work  of  the  late  Sir  George  Hardy,  K.C.B., 
having  now  brought  its  operations  to  completion,  hands  to  the 
Institute  of  Actuaries  as  the  result — 

£  s.  d. 
4i  per-cent  War  Loan  Stock  ...  700  0  0 
Cash 67  15     9 


£767  15     9 


"  The  response  to  the  appeal  has  been  a  thoroughly  representative 
one,  137  contributions  having  been  received,  125  of  which  are  from 
Members  of  the  Institute  of  Actuaries  in  Great  Britain  and  the 
Colonies. 

"  The  Fund  has  been  raised  in  order  that  the  annual  income 
arising  therefrom  be  applied  for  the  assistance  of  actuarial  education 
and  research  among  the  younger  members  of  the  profession,  in  such 
ways  as  may  from  time  to  time — -in  its  administration  by  the  Institute 
of  Actuaries — be  deemed  most  effective. 

"  It  is,  therefore,  now  handed  over  to  the  Institute  in  trust  for 
these  purposes  ;  to  be  known  as  '  The  G.  F.  Hardy  Memorial  Fund.' 

"  On  behalf  of  the  Committee, 

(Signed)  G.  H.  Ryax,  Chairman. 

S.  G.  Warner,  Secretary." 

The  Committee  had  now  completed  its  allotted  task,  and  their  final 
wish  was  that  the  Memorial  Fund  might  be  a  new  element  of  strength 
to  the  Institute,  and  might  perhaps  in  fulness  of  time  produce 
another  man  of  the  high  t}'pe  and  eminence  of  their  friend  Hardy. 
In  any  case  it  would  give  great  encouragement  to  those  who,  without 
the  assistance  of  this  endowment,  might  find  it  difficult  to  devote 
their  leisure  and  work  to  the  purpose.  He  hoped,  indeed,  that  many  a 
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student  in  future  would  draw  inspiration  and  would  date  his  success 
in  life  from  his  having  been  what  he  might  call  a  "  Hardy  scholar  of 
his  year." 

When  reflecting  on  the  larger  things  in  life  he  sometimes  permitted 
himself  to  put  a  fanciful  test  to  those  who  occupy  high  stations,  and 
to  wonder  whether  they  were  better  than  the  positions  they  hold  or 
whether  the  position  overshadowed  the  individual.  In  professional 
life  one  might  similarly  ask  whether  a  man  had  done  more  for  his 
profession  than  his  profession  had  done  or  could  do  for  him.  Those 
who  survived  such  a  test  as  that  were  very  few,  and  they  were  the 
elect.  Powerful  minds,  great  versatility,  and  gi'eat  powers  of  im- 
agination were  theirs  ;  and  he  believed  that  Hardy  would  easily  and 
irresistibly  have  won  a  place  for  himself  in  that  select  band,  no  matter 
where  his  lot  in  life  had  been  cast.  Fortunately  for  them,  his  guiding 
star  directed  that  he  should  follow  their  important  but,  comparatively 
speaking,  humble  profession,  and  there  the  successes  of  his  life  were 
won.  For  all  he  did  for  them  and  for  their  position  as  a  scientific  body 
and  for  their  aspirations  they  owed  him  imstinted  admiration  and 
lasting  gratitude,  and  all  of  them  of  his  generation  would  always  hold 
his  name  in  affectionate  remembrance. 

Mr.  S.  G.  Warner  said  that  it  might  perhaps  seem  that  their 
memorial  to  Sir  George  Hardy  was  not  altogether  adequate.  In  a 
deep  sense,  of  course,  no  such  memorial  ever  could  be  adequate. 
They  need  not  hope  to  commemorate  such  a  life  and  influence  as  his 
by  anything  in  the  nature  of  a  material  gift.  The  things  were 
incommensurable.  But  apart  from  that,  from  the  more  limited 
standpoint,  one  would  have  been  glad  to  see  the  response,  good  as  it 
had  been,  greater  still,  and  greater  it  would  undoubtedly  have  been 
but  for  the  times  of  stress  and  strain  and  unprecedented  difficulty 
during  which  the  appeal  had  to  be  made.  Ha\ing  regard  to  those  times, 
they  could  not  but  be  gratified  by  the  widely  representative  character 
of  the  response,  and  they  could  not  but  feel  that  in  essence  their  end 
had  been  achieved. 

To  some  of  them  it  was  by  no  means  a  cause  for  entire  regret  that 
they  should  have  been  called  to  work  like  this  at  such  a  time. 
Surrounded  as  they  were  by  tidings  of  conflict,  destruction  and 
carnage,  which  almost  shook  one's  faith  in  the  future  of  humanity, 
they  had  been  recalled  by  this  work  to  consider  a  life  which  was  great 
and  pure  and  noble,  which  was  devoted  to  that  pursuit  of  exact 
knowledge  and  study  of  natural  law  which  know  no  distinction  of 
race,  and  make  for  the  binding  of  all  mankind  in  one.  It  had  been 
said,  and  well  said,  that  in  a  very  deep  and  true  sense  Sir  George 
Hardy  needed  no  memorial.  His  memorial  was  in  his  written  work — 
so  brilliant,  so  original,  so  lucid  ;  and.  far  more  than  that,  in  what 
was  behind  his  work,  in  his  spoken  word,  in  the  abiding  spell  of  his 
personality.  Therefore  he  would  like  to  think  of  their  own  enterprise 
as  regards  this  Fund  not  perhaps  altogether  or  primarily  as  one  of 
commemoration,  but  rather  as  one  of  perpetuation,  of  endeavoming 
to  carry  on  and  continue  something  which  they  knew  would  have  been 
on  the  hues  of  his  dearest  desires.     If  he  were  asked  to  sum  up  in 
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one  word  the  secret  of  the  charm  of  his  life  and  personality,  difficult 
as  that  task  would  be,  and,  in  its  perfect  fulfilment,  impossible,  he 
should  be  inclined  to  choose,  in  its  noblest  and  widest  sense,  the  word 
"  helpfulness."  When  thev  thought  over  their  memories  of  him, 
that  note  constantly  recm-red.  The  patience,  so  kindly  and  unfailing, 
with  any  honest  effort,  however  poor  or  limited ;  the  guidance  over 
rough  places  and  through  dark  passages  so  constant  and  so  sure  ; 
the  generosity  so  ready  to  appreciate  and  rejoice  in  any  success, 
however  modest — these  were  the  things  that  recurred  to  their  minds. 
These  things  now,  and  happily  for  many  years  to  come,  were 
living  memories.  They  influenced  the  spirit  and  the  activities  of 
those  who  still  remain. 

But  the  time  would  come  when  they  would  be  forgotten,  and 
their  science  would  endure.  It  would  have  new  votaries  and  new 
students  ;  and  in  their  science,  as  in  all  others,  the  pathway  of  the 
student  and  beginner  became  more  difficult  as  years  went  by.  Fresh 
accumulations  of  knowledge  and  research  had  to  be  absorbed  ;  new 
methods  had  to  be  comprehended  and  mastered.  It  was  because 
they  felt  this,  and  because  they  knew  how  strongly  he  whom  they  now 
commemorated  felt  it  and  endeavoured  to  meet  that  want,  that  they 
had  tried  to  establish  something  which  should  be,  from  year  to  year, 
some  source  of  help  and  encouragement  not  only  to  the  present 
generation  of  students  but  to  those  yet  to  come.  They  had  en- 
deavoured by  a  certain  elasticity  in  the  principles  on  which  it  was 
based,  to  give  it  a  form  which  would  enable  its  particular  application 
to  be  varied  from  time  to  time  as  circumstances  changed  ;  thus 
preventing  the  evil  which  sometimes  came  from  too  rigid  a  con- 
stitution— good  enough  at  the  beginning,  but  eventually  an  obstacle 
to  usefulness.  In  this  way  they  hoped  to  have  achieved  a  work 
which  would  be  lasting  and  beneficial.  And  they  had  secured  this — 
that  for  all  time,  as  long  as  their  science  and  students  of  it  endured, 
one  great  and  illustrious  name  would  be  associated  with  thoughts 
and  ideas  of  help  and  of  encouragement,  and  that  they  had  been 
enabled  to  join  together  in  this  effort  and  to  link  with  it  the  name  of 
so  great  a  teacher,  so  great  a  guide,  so  great  a  friend,  would  by  sub- 
scribers and  Committee  alike,  be  held  in  record  as  a  high  honour  and 
treasured   as  an   abiding  satisfaction. 

Mr.  F.  B.  Wyatt  desired  to  say  a  few  words  in  expression  of  his 
great  satisfaction  that  this  memorial  had  been  created.  During 
almost  the  last  three  years  of  Sir  George's  life  he  had  been  associated 
with  him  more  closely  perhaps  than  any  other  Member  of  the  Institute. 
During  those  three  years  Sir  George  Hardy  had  been  engaged  on  what 
was  perhaps  the  greatest  and  most-useful  work  of  his  life.  He  was 
called  upon  to  advise  on  the  great  national  insurance  scheme,  and  in 
that  connection  he  (the  speaker)  had  worked  with  him  nearly  every 
day  and  for  many  hours  a  day.  There  was  no  difficulty  that  he  could 
not  solve  ;  nothing  was  too  complex  for  him.  They  had  often  to 
work  under  gi-eat  pressure.  He,  himself,  used  to  feel  somewhat  down- 
hearted and  anxious,  but  he  was  always  reassured  by  the  calmness 
and   the  ingenuity  and  the  wonderful  skill  that  their  friend.  Sir 
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George  Hardy,  brought  to  bear  on  these  difficult  subject.s.  He  did 
not  think  that  the  scheme  would  ever  have  come  to  fruition  without 
the  assistance  of  such  a  man  as  that.  He  hoped  that  he  would  be 
pardoned  for  making  this  personal  reference,  and  he  would  like  to 
add  that  during  those  three  years  he  learned  a  great  deal  from  Sir 
G-eorge  Hardy.  He  learned,  above  all,  not  onh'  to  admire  his  great 
intellectuality  and  intelligence,  but  to  appreciate  his  wonderful 
nature,  which  never  made  an  enemy. 

Sir  a.  W.  Watsox  thought  that  it  was  personality,  not  less 
than  intellectual  power,  that  attracted  them  so  strongly  in  Sir  George 
Hardy.  In  this  respect  his  professional  brethren  were  not  alone. 
In  connection  with  his  latest  and  perhaps  his  greatest  piece  of  work 
he  had  seen  Hardy  exploring  difficulties,  both  practical  and  technical, 
with  statesmen  and  with  departmental  officials  ;  and  his  influence 
was  such  that  when  the  time  for  taking  decisions  arrived  his  opinions 
and  his  advice  were  found  to  have  prevailed  to  a  much  greater 
extent  than  his  professional  capacity  alone  would  explain.  He 
could  only  think  that  that  was  largely  due  to  his  unobtrusive  but 
compelling  personality. 

There  was  no  intellectual  arrogance  about  Hardy.  Absolute 
unaffectedness  and  simplicity  seemed  to  be  the  note  of  his 
every  action.  He  would  give  an  attentive  and  patient  hearing  to 
the  views  of  anyone  who  was  associated  with  him  on  the  work  in 
hand.  It  did  not  matter  that  the  man  was  quite  a  youngster,  with 
all  his  career  to  achieve.  If  he  had  anything  to  contribute  to  the 
common  stock,  Hardy  was  always  willing  to  listen.  Xo  one  who 
worked  with  him  could  help  feeling  that  Hardy  was  a  real  colleague 
ajid  a  faithful  co-worker.  Again,  he  adopted  no  attitude  of  mere 
superintendence  and  direction.  In  no  way  did  he  spare  himself. 
Never  did  he  allow  a  feehng  to  be  engendered  in  the  minds  of  other 
people  that  he  was  taking  less  than  his  full  share  of  the  common 
labour.  His  marvellous  capacity  enabled  him  to  do  in  a  few 
minutes  what  would  take  an  ordinary  man  many  hours.  Notwith- 
standing that,  the  time  that  he  devoted  to  the  common  task  when 
work  was  at  its  heaviest  was  as  great  as  that  put  in  by  those  whose 
responsibilities  were  more  immediate  and  might  well  be  regarded 
as  more  exacting  than  his. 

But,  above  all  things,  he  was  a  very  trusted  guide  to  those  who 
worked  with  him.  They  realized  they  had  in  him  a  man  who  had 
no  other  purpose  than  to  serve  faithfully  those  who  had  entrusted 
their  interests  to  his  hands,  and  one  who,  if  any  difficulty  arose, 
would  give  a  full  and  loyal  support  to  his  colleagues. 

Mr.  G.  J.  LiDSTONB  said  that  the  occasion  was  a  sad  but  also  a 
memorable  one,  and  no  one  of  them — no  actuary  throughout  the 
whole  world,  who  had  had  the  opportunity  of  knowing  either  the 
man  or  his  work — would  willingly  miss  this  opportunity  of  paying  a 
tribute  to  the  memory  of  Sir  George  Hardy.  To  all  he  was  a  great 
leader  of  actuarial  thought ;  to  many  he  was  a  dear  personal  friend. 
Previous  speakers  had  dealt  with  his  work  in  terms  more  eloquent 
than  he  (the  speaker)  could  command,  and  he  would  not  attempt 
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to  add  mucli  to  what  they  liad  said  ;  indeed,  it  was  difficult  to  speak 
at  all  without  some  repetition.  Sir  George  Hardy's  work  was 
universally  appreciated,  and  perhaps  most  liighly  so  by  those  who 
were  best  able  to  judge  of  it.  It  wa?  not  too  much  to  say,  as  Johnson 
said  of  Goldsmith,  that  he  had  left  but  little  imtouched,  and  had 
touched  nothing  that  he  did  not  adorn.  His  work  had  that  endimng 
quality  that  is  associated  \^  ith  genius,  and  it  woidd  always  be  a  per- 
manent monument  to  his  memory,  so  that  they  were  rather  fulfilling 
a  duty  to  themselves  than  doing  honour  to  him  in  making  a  public 
memorial  as  they  were  doing  to-day.  Nothing  could  be  more  htting 
than  that  that  memorial  should  be  connected  with  the  advancement  of 
the  younger  members  and  nothing  would  have  been  nearer  tf)  his  own 
heart.  If  there  was  one  thing  more  remarkable  than  his  work  it  was 
perhaps  his  influence  on  the  generation  which  succeeded  him,  and  in 
that  way  his  wonderful  personality  had  woven  itself  into  the  very 
fibre  of  actuarial  science.  He  spoke  in  the  presence  of  many  who, 
like  himself,  had  the  great  privilege  of  being  his  pupils,  and  surely 
they  must  all  feel  that  their  indebtedness  to  him  was  incalculable. 

It  was  nearly  a  quarter  of  a  centm-y  ago  that  Sir  George  Hardy 
had  lu'ged  him  to  go  in  for  the  final  examination,  which  he  had  been 
rather  inclined  to  ])ostpone,  and  in  doing  so  had  probably  changed 
the  whole  current  of  his  life.  It  was  still  perfectly  fresh  in  his  memory 
how  they  had  all  looked  forward  to  his  lectures.  He  was  a  kindly 
and  Imninous  lecturer,  and  in  every  way  almost  a  perfect  tutor.  No 
trouble  was  too  great  for  him  to  take,  in  regard  to  either  the  class  as  a 
whole  or  any  indi\'idual  pupil  who  wanted  special  light  on  any  point. 
Even  the  blunders  of  a  thinking  pupil  were  often  the  means  of  his 
developing  something  for  their  guidance  and  instruction.  AVhen, 
later  on,  some  of  his  pupils  became  his  friends,  they  then  almost  lost 
their  admiration  for  his  work  in  their  personal  affection  for  the  man. 
No  branch  of  knowledge  was  foreign  to  him.  He  was  able  to  meet 
experts  on  numbers  of  subjects  on  their  own  ground,  and  for  those 
who  were  not  experts  it  was  not  too  much  to  say  that  to  know  him 
was  a  liberal  education.  His  singularly  magnetic  personality  allowed 
few,  if  any,  who  met  him  to  escape  its  charm.  In  a  very  long 
friendship  with  him  he  did  not  remember  his  making  any  remark 
or  expressing  any  view  which  even  bordered  remotely  on  the  unkind 
or  the  uncharitable.  He  had  a  generous  appreciation  of  other  people's 
work,  even  when  it  was,  as  he  must  have  known,  far  inferior  to  his  own, 
He  (the  speaker)  regarded  Sir  George  Hardv's  friendship  as  one  of  the 
great  outstanding  privileges  of  his  life,  and  his  memory  would  always 
be  ineffaceable  in  their  hearts. 

The  Presidext  said  that  on  behalf  of  the  Council  of  the  Institute 
he  gladly  accepted  the  memorial  which  had  been  handed  to  him, 
and  he  was  sure  they  would  endeavour  to  administer  it  in  the  spirit 
in  which  the  subscribers  would  wish  it  to  be  administered.  He  was 
sure  they  would  allow  him  to  add  his  tribute  to  the  memory  of  their 
friend,  especially  as  he  would  approach  the  matter  from  a  somewhat 
different  point  of  view  to  the  previous  speakers.  Unfortmiately 
for  hinr,  he  had  not  enjoyed  the  privilege  of  knowing  Sir  George 
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Hardy  intimately,  as  others  liad.  His  only  op])ortnnitios  of  seeing 
him  were  at  the  meetings  of  the  Council  of  the  Institute  and  other 
official  gatherings  during  the  last  19  years  of  his  life.  What  always 
struck  him  when  he  did  meet  Sir  George  Hardy  was  his  extreme 
modest}',  and  the  genial  and  kindly  wa}'  in  wliich  he  listened  to 
whatever  anyone  had  to  say.  He  (Mr.  Woods)  was  impressed 
by  the  strange  contrast  there  was  between  such  a  man — a 
man  of  peace — and  his  times.  He  was  born  just  after  Sebastopol 
had  fallen  and  before  the  declaration  of  peace,  he  entered  official  life 
just  as  the  Franco-German  War  was  finished,  and  he  was  called  away 
from  them  while  the  first  great  battle  of  Ypres  was  being  fought. 
He  (the  President)  was  sure  they  would  all  join  with  those  who  had 
already  spoken  in  paying  a  tribute  to  the  memory  of  their  friend — 
a  tribute  not  only  to  liis  intellectual  qualities,  but  to  his  kindly 
disposition  towards  all  of  them.  They  all  felt  he  was  indeed  a  true 
friend.  Shortly  after  his  death,  the  Council  heard  that  the  bust 
which  was  being  executed  by  Mr.  Gilbert  Bayes  was  still  unfinished. 
They  felt  that  the  best  thing  they  could  do  was  to  secure  that  bust 
for  their  Hall,  and  Mr.  Bayes  had  very  kindly  completed  it,  and 
produced  what  he  was  sure  they  would  all  consider  to  be  a  work 
of  art. 

The  President  tjien  formally  uncovei'ed  the  bust,  which  is  of 
green  bronze  and  is  a  faithful  likeness  of  Sir  George  Hardy.  It 
stands  upon  an  oak  base  bearing  Sir  Geoi-ge's  name  and  title  in  gold 
letters.  It  also  records  the  years  during  which  Sir  George  occupied 
the  position  of  President  of  the  Institute. 
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srsPEXSTOX  OF  SESSIONAL  MEI*:TIN(4S  axd  exa.mixations 
OF  THE  IXSTITI'TE. 

The  following  notice  was  issued  to  members  at  the  beginning  of 
the  current  session  : 

Si  u'l.i';   Inn    IIafj., 

IlOI.BOltN,     W'.C. 

Xori'iiihcr   1915. 

Deau  Sii!, 

Owing  to  the  absence  of  so  many  members  of  the  Institute 
on  A\'ar  Service,  and  to  the  great  amount  of  work  which  has 
consequently  fallen  on  those  who  remain,  the  Council  have  found 
it  necessary  to  reconsider  the  iiuestion  of  holding  the  Ordinary 
General  Meetings  of  the  Institute  during  the  current  Session. 

After  full  deli1)eration  the  Council  have  decided  not  to  hold 
any  Sessional  ^leetings  until  further  notice,  and  consequently 
the  meetings  arranged  for  the  iMIth  Xo\'em1)er,  and  ^ulisequent 
dates,  will  not  take  ])lace. 

The  Council  have  also  resolved,  in  view  of  the  special 
circumstances  arising  in  connection  with  the  War,  to  abandon 
the  Aniuial  Examinations  arranged  to  be  held  in  April,  191G. 

We  are, 

Yours  faithfully, 

A.   1).   BESAXT, 
J.  BUPvN, 

-'  Hniwrarij  Secretaries. 


®Lntuarv>. 


Erxe.'^t  Harold  Mardex  Gumpeecht,  B.Sc,  Probationer  of  the 
Institute,  Private,  London  Eifle  Brigade. 

Killed  in  Action  3  M<!)j  10].j. 


84  Obifuari/.  [Apkil  191  G. 

EiCHARD  Clift  Fippard,  Fellow   of  the  Institute,  Captain,   14  th 
West  Yorkshire  Eegiment  (attached  Lancashire  Fusiliers). 

Killed  in    Action,  in    June  1915. 


John  BerxaPvD  Evelyx  Tombs,  Probationer  of  the  Institute,  Lance- 
Corpoi'al,  9th  Battalion  3Iiddle.sex  Eesiment. 

Died  ffom  Dt/senleri/  23  Septejnher  1915. 

Hubert  Charles  Alfre])   Cravatt,  Associate   of  the   Institute,. 
Private,  Honourable  Artillery  Company. 

Killed  iti   Action  l]()  Sepfend)er  1915. 
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Central-Difference    Interpolation   Formulse.     By  AV.    F. 
Sheppard,  Sc.D.^  LL.M. 

Mr.  D.  C.  FRASER  has  lately  {.J.I.A.,  vol.  1,  p.  22)  pointed 
out  that  there  is  need  of  a  simple  proof  of  the  central- 
difference  formula  for  Lagrangian  interpolation. 

I. — Short  Method. 

For  the   mathematical  student  I  should  imagine  that  the 
simplest  way  is  to  use  the  general  Newtonian  formula. 

1.  We     first     obtain    the   ordinary    advancing-difference 
formula  for  u  +  1  «'s  at  equal  intervals 

x{x—\) 
f'x  =  '!'o  +  '^A!<oH —j—^hto  +  .  .  . 

x{x  —  l)  .  .  ■  {x-n+l)A'H(„ 
n  ! 

This  is  only  required  for  the  purpose  of  showing  that  the 
<;oefRcient  of  x'"'  in  Uj;  is  A^UoJn  !  . 

2.  Next    consider   the    general    formula    for   the   case  of 
unequal  intervals.     Let 

Va,    ^l/j,    1(c,  •   •   •  Uf,    Ug 

be  the  values  of  u  corresponding  to 

X  =  a,  x  =  l ,  x  =  c,  .  .  .  X  ■=/,  x  =  g ; 
these  values  of  x  not  necessaiily  being  in  order  of  magnitude. 

VOL.  L.  H 
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Let  F(a')  be  the  formula  for  Ux  when  we  use  n  us  Ua,  ui,  Uc, 
,  .  .  Uf,  and  ^{x)  the  formula  when  we  use  these  and  Ug. 
Then,  if 

the  p's  are  given  by  n  +  1  equations 

pn  +  pici  +  2ha^  +  .  .  .  +Pn(^''  =  «« 


2^o+2hf+p2p+.  .  '+Pnf"-  =  nf 
2h+Pig+V2g''  +■  •  .+p„^"=t<^  J 

Let  (^[x)  =  F(a')  +  (^ (a.' j .  Then  <^{x)  is  a  polynomial  of  degree 
n  in  X,  and  it  must  be  =0  for  x  =  a,  b,  c,  .  .  .  f.  It  therefore 
contains  {x  —  a){x  —  h){x  —  c)  .  .  .  {x—f)  as  a  factor,  and  we 
may  write  it 

4>{x)={x  —  a){x  —  h){x—c)  .  .  .  {x-f){a,  h,c,  .  .  .f,  g], 

where  [a,  h,  c,  .  .  •  f,  g]  is  some  expression  which  may  involve 
a,  h,  c,  .  .  .  f,  g  and  -?<„,  n/j,  Uc  .  .  .  Uf,  Ug,  but  does  not 
involve  x.  Hence,  commencing  with  tt„,  and  taking  in  the 
other  It's  successively,  we  have 

^[x)  =  Ua+{x  —  a)[a,  h]->r{x  —  a)[x  —  h){a,  fe,  c}  +  .  .  . 

.  .  .  +  {x-a){x-b)  .  .  .  {x—f){a,  h,  c,  .  .  .  f,  g] . 

3.  Here  {a,  h,  c,  .  .  .f,  g}  is  the  coefficient  of  a"  in  ^{x), 
and  therefore  is  the  value  of  j;,i  as  given  by  the  n  +  1  equations 
in  §  2.  But  these  equations  can  be  arranged  in  any  order, 
and  we  shall  still  get  the  same  j)„.  Hence  the  a,h,  c,  .  .  .  f,  g 
in  {a,'b,c,...f,g]  can  be  arranged  in  any  order  without 
altering  its  value,  i.e. 

{a,  h,c,...f,  g]  =  {h,  a,c,...f,  g}  =  {a,  c,  h,  .  .  .f,  g}=^   &c. 

4.  Now  suppose  that  a,  h,  c,  .  .  .f,  g  are  the  same  as 
0,  1,  2,  .  .  .  n,  but  not  necessarily  in  this  order,  so  that  the 
intervals  are  not  necessarily  equal.     Then,  by  §  3, 

{a,h,c,...f,g\={0,l,2,..  .n}. 

But  this  latter  expression  is  the  coefficient  of  x"  in  the  formula 
for  Ux  in  terms  of  Mq,  Wi,  Uo,  . .  .  w„ ;  and,  by  §  1,  this  coefficient 
is  AHio/n  !  .     Hence  this  is  the  value  of  {a,  h,  c,  .  .  .f,  g}. 
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5.  This  gives  us  the  general  "  zig-zag  "  formula  for  equal 
intervals  ;  but  we  need  not  write  this  down,  as  we  only  require 
the  central-difference  formulse.  We  take  the  x'?>  in  the  order 
0^  1^  —1^  2,  —2,  2,,  —3,  .  .  . ;  and  then  we  have 

^{x)^Uo  +  x\Q,  l}+^(a;-l){0,  1,  -\]+x{x-\){x-\-l){(),\, -\,2] 

+  x{x-l){x+\){;x-2)\0,\,  -1,2,  -2;  + 

=  «o  +  K0,  l]+x{x-\){-\,Q,  l\+x{x-l){x+\)\-\,0,  1,2} 
+  a;(a;-l)(.r  +  l)(^-2)|-2,  -1,0,  1,2}  + 

=  Uo  +  x^u,^-x{x-l)^hi_,l2  !  +x{x-l){x+\)li,^u_,l-6\ 

-f-aj(a;-l)(a;+lXa^-2)A%_2/4!  +.  .  . 

From  this  the  various  formulse  are  easily  obtained. 

II. — Detailed  Treatment. 

For  the  ordinary  student,  the  following  seems  a  fairly 
natural  procedure. 

6.  We  require  some  preliminary  propositions  : — 

(a)  Un^UQ+in,  l)AMo+(a,  2)I\'^Uq  + .  .  .  +  [11,  n)A''Uo. 
This  is  easily  proved  by  induction,  or  from  the 
identity  E'»=  (1  +A)'^     Similarly 

^lo='^ln—{n,  l)^Un-\  +  {n,  2)A^Un_^  —  .  .  . 

{h)  If  A"!/o  were  zero,  the  last  term  in  the  above 
expression  for  Un  would  be  zero.     Hence 

ll>i  =  Vn  +  A''l(o, 

where  t'„  is  the  next  term  obtained  by  continuing 
the  sequence  ti„,  Ui,  .  .  .  Un-i  forwards  on  the 
assumption  that  the  {n—  l)th  difference  is  constant. 
Similarly 

Vo  =  Vo  +  (-)"^"Uo, 

where  Vq  is  the  next  term  obtained  by  continuing 
the  sequence  -zti,  tu,  .  .  .  Un  backwards  on  the 
assumption  that  the  [n  —  l)th  difference  is  constant. 

H  2 
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(c)  It  is  instructive  to  obtain  (6)  by  a  different  method. 
Taking  the  first  case,  we  can  split  up  the  sequence 
Uq,  III,  •  •  •  u,i_i,  Hn  into  two,  viz.  : 

tCo,  ^Vi,  .  .   .   .  Wn-\,  Vn 

where  Ui.  =  Vt.  +  w,..     Then  we  shall  have 

Now  take  ro,  Vi,  .  .  .  Vn-i  to  be  ii,,,  iii,  .  .  .  -k^.i, 
and  Vn  to  be  the  next  term  obtained  by  continuing 
this  sequence  with  constant  (?i— l)th  difference. 
Then 

A'^ro  =  0. 
The  ^<;'s  Avill  be 

0,  0,  ...  0,  U'n> 
and  we  shall  have 

A'*u.'o  =  w«. 
Hence 

A"iio  =  0  +  tCn  =  u'n ; 
and  therefore 

7.  The  Lagrangian  formula  for  interpolating  the  value  of 
Uj,  by  means  of  (say)  the  six  values  Ui,  lu,  .  .  .  n^  is  obtained 
by  assuming  that  the  u's  are  the  values,  for  a'  =  l,  2,  .  .  .  6^  of 
a  polynomial  in  x  of  degree  5  ;  i  e.  that  tix  =  F{x),  where 

the  pa  being  given  by  the  condition  that 

This  condition  gives  6  equations 

Po+2h+P2  +  -  ■  .+1^5  ="l, 

^0  +  2^1  +  42)2  +  .  .  .  +  S2p,=  u., 

&c., 

which  detennine  the  p's  as  linear  functions  of  the  w's ;  and 
therefore,  substituting  in  F{x),  we  can  write  the  latter  in  the 
form 

F(.r)  =  X,2<,  +  X2M2  +  .  .  .  +  X^ue, 

where  each  X  is  a  polynomial  in  x  of  degree  not  exceeding  5. 
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8.  It  is  important  to  notice  that — 

(i)  The  interpolation-process  consists  in  taking  Ux  to  be 
equal  to  F{x)  as  defined  by  the  conditions  that  it 
is  of  the  form  po  +  Pi^+  •  •  •  ^"^^  that  F(1)=Mi, 
r(2)  =  ?«2j  •  •  •  The  determination  of  F(ar)  itself 
from  these  conditions  is  a  purely  algebraical 
process  and  has  nothing  whatever  to  do  Avith 
interpolation.  It  is  this  algebraical  process  that 
we  are  concerned  with. 

(ii)  These  conditions  give  one  F(a;)  only ;  and  therefore, 
if  we  find  a  polynomial  of  degree  not  exceeding  5 
which  makes  F(l)  =  «i,  r(2)=7<o,  .  .  •  F(6)=i?6,  we 
know  that  this  is  F(a;). 

9.  One  form  of  V{x) — the  ordinary  Newtonian  form — is 
obtained  at  once  from  §  6  (a)  above.     The  equality 

Uxz=u^  +  [x—\,  l)A7<i  +  (a;— 1,  2)A2mi  +  .  .  .-\-{x—l,  b)^hi^ 

holds  for  x=\,  2,  3,  4,  5,  and  6  ;  and  it  follows  from  §  8  (ii) 
that 

Y{x)=u,+  {x-l,  l)\n,^~[x-\,  2)A2h,  +  .  .  .  +  {x-\,  5)A%,. 

10.  Here  ^{oc)  is  expressed  in  terms  of  a  certain  set  of 
differences.  (The  word  "■  difference  ''  is  here,  and  elsewhere, 
used  for  brevity  to  include  the  tt's  themselves,  which  are 
differences  of  order  0.)  But  F(a;)  can  also  be  expressed  in 
terms  of  other  sets  of  differences.  Let  us  first  write  it  in  the 
form 

F(a;)  =  X,?(i  +  X2?u  +  .  •  .+X6»6. 

Then  we  know  that 

A'Ui  =  «6  — 5u5+10i/4  — .  .  .  — ;(i. 

Hence  we  can  remove  either  Uq  or  iii  from  F(cr')  by  taking  out 
a  term  +X6A^^ti  or  — XiA^i/i.  In  the  first  case  the  portion 
left  involves  Wj,  U2,  u^,  7^4,  u-^, ;  in  the  second  case  it  involves 
112,  W3,  Ui,  U5,  tffi.  Similarly  in  the  first  case  a  term  in  A'*i<i  can 
be  taken  out  so  as  to  remove  either  7/5  or  Ui ;  and  in  the 
second  case  a  term  in  A'*M2  can  be  taken  out  so  as  to  remove 
either  u%  or  n^.  Proceeding  in  this  way,  we  see  that  there 
are  2^  =  32  different  expressions  for  F(«)  in  terms  of 
A^w,  A^ii,  A^w,  A'^^u,  Att,  w ;  starting  from  A^«i  and  proceeding 
always  diagonally  to  one  or  other  of  the  two  differences  which 
lie  nearest  in  the  system  of  differences  (including  the  it's). 
The  coeflBcients  will  in  all  cases  be  polynomials  in  x  of  degree 
not  exceeding  5. 


90  Central-Difference  Interpolation  Formula.  [Oct. 

11.  We  have  next  to  find  what  these  coefficients  are.  To 
do  this,  we  assume  that  we  know  r(aj)  for  the  above  case 
of  6  u's ;  and  we  examine  what  will  happen  if  we  introduce 
another  u,  which  may  be  either  t/;  or  Uq. 

(i)  First,  suppose  it  is  u-^.  Let  the  expression  for 
interpolation  from  these  7  w's  be  ^{x).  Then 
(^{x)  is  a  polynomial  of  degree  6,  given  by  the 
condition  that 

^[l)  =  u,,  ^{2)=u^,  .  .  .  $(6)  =  »6,  ^{l)=u,. 

Let  us  write 

^{x)=Y{x)+4>{x). 
Then,  since 

F(1)=«,,F(2)=«2,  ..  .F(G)  =  W6, 
it  follows  that 

,/)(l)=0,  (/,(2)=0,  ...</>(6)=0. 

Also,  since  Y{x)  is  of  degree  5  in  x,  the  6th 
difference  of  the  sequence  F(l),  F(2),  .  .  .  F(7)  is 
zero  ;  or,  to  put  it  differently,  F(7)  is  the  next  term 
in  the  sequence  Ui,  U2,  .  .  .  t<6  continued  on  the 
assumption  that  the  5th  difference  is  constant.  It 
follows,  as  in  §  6  (6),  that 

But  <t>{x)  is  of  degree  6,  and  F(a)  is  of  degree  5; 
and  therefore  (f){x)'^:^{x)—F{x)  is  of  degree  6. 
Hence  the  problem  is  to  determine  a  polynomial 
(f>{x)  of  degree  6  which  shall  be  =0  for  a;=  1,  2, . . .  6 
and  =  A^t<i  for  x  =  7.     This  polynomial  is  obviously 

,,  ,      {x-l)Cx-2)  .  .  .  (x-Q)  ., 

and  therefore  this  is  the  term  which  has  to  be 
added  to  F(x)  in  order  to  allow  for  the  fact  that 
we  are  tailing  n~  into  account. 

(ii)  Similarly  for  using  Uq,  Ui,  u^,  .  .  •  I'e  in  place  of 
Ml,  U2,  .  .  .  11%  we  should  find  that  the  term  to  be 
added  is 

(^-l)(a.-2)...G.-6)  ^,^^^_ 
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12.  This  gives  us  the  law  of  formation  of  the  successive 
terms.  Suppose,  for  instance,  that  we  start  with  114.  The 
first  value  of  ¥{x),  of  course,  is  the  "  constant  "  ti4.  The  next 
expression  is  found  by  adding  [x  —  4)  A^(^  or  {x  —  4)  A113  according 
as  the  next  7i  to  be  taken  into  account  is  u^  or  H3.  In  the  first 
of  these  two  cases  the  u's  involved  are  lu  and  iis,  and  therefore 
the  next  value  of  F(,r)  is 

the  A^«  being  either  A^u^  or  A-iis.     Similarly  in  the  second  of 

the  two  cases  the  7('s  involved  are  ^(3  and  v^,  and  the  next 

value  of  F{x)  is 

,,  .           (x  —  3)(x  —  4^)  ,, 
n,  +  (.7:-i-)Au,  i-  ^ jiA_ '  A2,/, 

the  Ahi  being  either  A^ii-^  or  A^u^.     And  so  on, 

13.  The  ordinary  central-difference  formulae  are  easily 
constructed  by  means  of  the  law  of  formation  obtained  above. 

(i)  Suppose  that  we  have  an  even  number  of  u's,  the 
middle  two  being  Wq  and  iti .  Then  the  central 
zig-zag  formula,  starting  from  Uq,  is 

^  (^  —  \  \ 
-Mo  +  ajAiCoH .    ^    A^M_i 

+  '"V':'"r"A'«-+... 

i  .  Z  .  o 

The   (2r+l)th  and  (27'  +  2)tli   terms  are  together 

^^^r-l){x  +  r-2)  .  ..  jx-r) 

1.2...  (2r)  ^    ''-'' 

{x  +  r){x  +  r-l)  .  .  .  {x-r) 
■  1.2...  (2r+l)  '^       ''-'•• 

Replacing  A''«_,.  by 

\  (A2'-w_,^,  +  A2-u_,)  -  \  (A2'-i(_,+  i-  A-^'-« _,) 

=  ,^  (A2'-u_,+,  + A=^'«_,)-  ^  A-^'-+'u_,, 
the  two  terms  become 

^r      2;  1.2...(2r+l)  ^        "-'•• 
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(ii)  Next  suppose  that  we  have  an  odd  number  of  v's, 
the  middle  one  being  Vq.  Then  the  (27')th  and 
(2?'+l)th  terms  of  the  central  zig-zag  formula 
involving  lit,  and  A«o  are  together 

{x  +  r- 1) {x  +  r-2)  .  .  .  (a--r+l)  .„., 

r.2...(2r-l)  ^       ''-'•-^' 

(^■  +  r-l)(^'  +  r-2)  ...(a;-r) 
"^  i  .  2  .  .  .  (2r)  ^    "-'•• 

Replacing  A-''~ht_r+i  by 

this  becomes 

(^  +  ,._l)(a,  +  r-2)  ...  jx-r+l)    ^,.,,_, 

1.2...  (2r-l)  2^^       ''-''+' 

(^  +  r-l)(a'  +  r-2)  ...(^-r+1) 
■^  1.2  ..  .  (2r)  -''• 

14.  We  have  so  far  [i.e.  from  §  6  onwards)  been  dealing 
with  the  case  in  which  the  u's  correspond  to  values  of  x 
proceeding  by  equal  increments  1.  The  method  may  be 
adapted  to  obtain  the  more  general  formula  in  which  the 
u'&aiveUa,iiij,Vc, .  .  .  ;,  corresponding  to  x  =  a,  x=b,  x  =  c,  .  .  .  ; 
these  values  of  x  not  necessarily  being  in  order  of  magnitude. 

A  rather  close  examination  of  the  argument  in  §  11 
is  required  to  see  where  it  fails  when  for  1,  2,  3,  ...  as  the 
values  of  x  we  substitute  a,h,c,  .  .  .  It  will  be  found  that  the 
critical  point  is  at  the  statement  that  "  since  ¥{x)  is  of  degree  5 
in  X,  the  6th  difference  of  the  sequence  F(a),  F(6),  F(c), .  .  .  is 
zero  "  ;  for  this  is  not  true  when  the  successive  differences  are 
defined  in  the  ordinary  way.  The  third  differences  of  the 
sequence  0,  1,  4,  9, 16,  25,  100,  ]21,  144,  .  .  .  ,  for  instance,  are 
not  all  zero.     We  might  proceed  as  follows. 

15.  Suppose  that  we  have  4  u's,  viz,  u^,  Ug,  Hd,  ?<e, 
corresponding  to  x=h,  x  =  c,  x  =  d,  x  =  e.  We  take  our 
interpolation-formula  to  be 

u^  =  F{x), 

where  Y{x)  is  a  polynomial  of  degree  3  which  is  equal  to  Vj. 
for  x  =  h,  c,  d,  e.     Thus,  writing 

F  {x)  =  po  +  Pi» + P-2^^  +  lh3^^, 
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we  have  4  equations 

2h-\-  i^iC+j^aC-  +lhe'^  =iic 

2h  +  2^id  +p-2d^  +P3d-^  =  i(d 

2h  +  Ihe  4-  2?2«-  +2^3^^  =  ite ) 

to  determine  the  p's.     These   equations  will   give  the  p's  as 
linear  functions  of  the  u'ti,  so  that 

F  (x)  =  Xi7(i  +  Xcllc  +  Xrf?(,/  +  XgVe  , 

where  each  X  is  a  polynomial  in  x  of  degree  not  exceeding  3. 

16.  The  conditions  determining  X^,  are  that  it  should  be 

equal  to  1  for  x  =  h  and  be  0  for  x  =  c,  d,  e  ;  so  that  obviously 

{.V  —  c)  {x  —  d)  {x  —  e) 


X,= 


{b-c){b-d){b-e)' 


with  corresponding  expressions  for  X^.,  X^,  Xg.     This  gives 
the  ordinary  Lagrangian  formula 

„.  ,       (x—c)(x—d){x—e)       ,   (x  —  h)(x—d)(x  —  e) 

Fix)=  7, 7^. r~l xUb+   , r4^ Tf-^ rUn 


{b-c){h-d){b-e) 


{c-b){c-d)  {c-e) 


{x  —  b){x—c){x  —  e)  {x — b){x—c){x  —  d) 

"•"  {d-b){d-c){d-e) '"'^ ^  J^b){e-c){e-d) ^' * 

This  is  the  formula  for  4  ii's,  and  it  is  easily  generalized. 

17.  Now  suppose  that  we  take  in  another  u,  which  maybe 
either  iif  or  Ua.  Let  F{x)  become  ^{x),  which  will  be  a. 
polynomial  of  degree  4  ;  and  let  us  write 

^{x)=F{x)+cl>{x). 

Then  we  want  to  find  (f){x). 

First,  suppose  that  the  new  u  is  it/.     Then 

F(6)=Ui,  F{c)  =  Uc,  F{d)=Ud,  F{e)=ne, 

Hence 

</)(/_0=O,  0(c)  =0,  <p{d)=0,  (?)(e)=0,  cf>{f)  =  Uf-F{f). 
Since  (f){x)  is  of  degree  4  in  x,  this  gives 

.  {x-b){x-c){x-d){x-e)  ■c'r  fu 
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Let  us  write  this 

^[x)  =  {x  —  h)  {x  —  c)  {x  —  d)  {x—e)Tif. 

Then,  to  find  R/,  we  observe  that,  since  F{x)  is  of  degree  3  in  x, 
and  ^(a?)  of  degree  4,  the  only  term  in  x*  which  occurs  in  ^{x) 
is  in  (f>{x).  Hence  R/,  which  is  the  coefficient  of  x*  in  (f){x),  is 
equal  to  the  coefficient  of  a^  in  (i>{x).  But  we  have  already, 
in  §  16,  found  the  general  formula  for  Y{x)  or  (^{x)  in 
terms  of  the  u's ;  and  Ave  see  that 

p  '^^6  . ^^<? , 

'f-  lb-c){b-d){h-e){h-f)^  {c-b){c-d){c-e){c-f)^'-  ' 


(f-hKf-c)(f-d){f-e) 
Similarly,  if  the  new  u  is  not  ;//but  Ua,  we  shall  have 
^  (x)  =  {x  —  h)  {x  —  c){x  —  d)  {x  —  e)  Ra , 
Avhere  Ra  is  a  corresponding  expression  involving 

lla,   U/j,  Uc,  Ufi,  lie. 

\S.  We  might  have  obtained   the  value  of  R/ or  R^,  as 
follows,  without  using  the  Lagrangian  formula. 
We  have  found  that 

R^^  ^'/~F(/) 


{f-h){f-c)[f-d)(f-ey 

But  F(a),  and  therefore  F(/),  is  a  linear  compound  of 
K/, ,  Uc,  Ua,  Ug ;  and  therefore  R/ is  a  linear  compound  of 
'^b,  'ifc,  f'd,  "ej  i^if}  in  which  the  coefficient  of  u/is 

l^{{f-h){f-c){f-dXf-e)}. 
Now  Rf,  as  stated  above,  is  the  coefficient  of  x*  in  ^{x).     If 

^{x)=qo  +  qiX  +  qzx^  +  qsx^  +  q^x*, 

then  ^4  is  obtained  from  a  set  of  equations 

qo  + qih  +  q^h"^  +  .  .  .  =  u/j, 

qn  +  qiC-{-q2C^+  ■  ■  .  =  tic,  &C. 

The  value  of  q^  obtained  from  these  equations  is  not  affected 
by  writing  them  in  a  different  order,  e.g., 

qo+ qi(-' +  q^c^  +■  ■  •  =  ^^c, 
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Hence  q^  must  be  a  symmetrical  linear  compound  of  the  u's. 
We  know  the  coefficient  of  Uf  in  g'4 ;  by  interchange  of  letters 
we  get  the  coefficients  of  ujj,  &c.,  and  thus  the  general 
expression  for  g'4(  =  R/-)  as  given  in  §  17. 

19.  Thus  we  may  write,  if  the  new  u  is  «/, 

^{x)='^{x)+{x-h){x-c){cc-d){aj-e){h,  c,  d,  e,f}, 

where  {h,  c,  d,  e,f}  is  a  certain  linear  compound  of  the  n's 
which  is  not  affected  by  altering  the  order  of  h,  c,  d,  e,f.  Or, 
if  the  new  u  is  iia , 

(^(x)=  h\x)+{x—h){x  —  c){x  —  d){x  —  e){b,  c,  d,  e,  a} 
=-Y[x)+{x  —  'b){x—c){x  —  d){x  —  e){a,  h,  c,  d,  e}. 

This  gives  the  general  formula.  Starting  with  Ua,  and  taking 
in  successively  uu,  Uc,  .  .  .  ,  the  general  value  of  ^{x)  is  of  the 
form 

F{x)  =  Ua -hix  —  a^la,  b}  +  {x  —  a){x—h){a,  b,c}  +  ..., 

where,  in  each  {  },  the  order  of  the  letters  is  immaterial. 
We  now  only  require  a  derivation-formula  for  obtaining 
{a,  b},  {a,  b,  cl,  .  .  .  When  these  have  been  obtained,  the 
initial  order  of  the  w^s  is  immaterial. 

20.  We  can  begin  with  the  simplest  cases. 

(i)  For  one  n,  viz.  ita,  we  have 

Y{x)  =  Ua. 
(ii)   For  Ua  and  ui,  we  find  that 

so  that 

Uh  —  Ua 

[a,  b}=  ^ . 

o  —  a 

(iii)   Taking  in  iic,  the  additional  term  will,  by  §  17,  be 

{x  —  a){x—b){a,  b,  c}, 
where 

if,    h   ^\_ ^':^ L    '^'± 


+ 


[c—a){c  —  b) 
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We  already  know  tliat 

and  thence  we  find  that 

a—c 

(iv)   This  leads  us  to  the  general  law,  easily  proved  by 
induction,  that 

{a,  h,  c,  .  .  .f,g,  h] 

_  {a,  h,c,  .  .  ./,  g)-{h,  c,  .  .  .  f,  g,  h} 

a—h 

21.  Finally,  we  may  return  to  the  point  mentioned  in 
§  14,  that,  when  F(£c)  is  a  polynomial  of  degree  n  in  a',, 
the  (?i+l)th  difference  of  the  sequence  F(a),  F(fe),  ...  is  not 
necessarily  zero  ;  and  we  may  consider  how  the  differences 
should  be  modified  in  order  that  the  (7i  +  l)th  should  be  zero. 
This  gives  us  an  alternative  method  of  obtaining  the  above 
results. 

(i)   First   take    F{x)^A.  +  Bx.     Then    the    terms    and 
their  ordinary  1st  differences  are — 


X 

Fix) 

1st  diff 

a 

A  +  Ba 

b 

A  +  B& 

B{b-a) 

c 

A  +  Bc 

B{c-h) 

d 

A  +  Bd 

B{d-c) 

Hence,  if  we  divide  the  1st  differences  by 
h  —  a,  c  —  h,  d  —  c,...  we  get  B  in  each  case. 
Denoting  the  "  divided  ^^  difference  obtained  in 
this  way  by  VF(ci'),  we  get  the  table — 

X  F{cc)  VF{x) 


a  A  +  Ba 

h  A  +  Bh 

c  A  +  Bc 

d  A  +  Bd 


B 
B 
B 
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(ii)  Next  take  F(x)=x-;  the  numerical  coefficient 
being  omitted.  Foi'  tabulation  at  intervals  1,  the 
ordinary  2nd  difference  Avould  be  2.  The  1st 
divided  differences,  and  their  differences,  are  given 
bv  the  table — 


X 

¥{x) 

VF(.r) 

AVF 

a 

a' 

h 

¥ 

a  +  h 

c  —  a 

c 

c- 

d—b 

d 

d? 

c  -rd 

Hence  to  get  a  constant  2nd  difference  Ave  must 
divide  the  quantities  in  the  last  column  by 
c  —  a,  d  —  h,  .  .  . ;  and  each  will  then  become  1. 

(iii)   Applying  the  same  method  to  x^  and  x*,  we  get  the 
tables  of  divided  differences — 


X 

FGc) 

VF(x) 

V^FGf) 

V^F 

a 

a' 

h 

l^ 

CL-  +  ah-\-h- 
h-  +  hc  +  c- 

a  +  h  +  c 

1 

c 

c3 

h  +  c  +  d 

d 

d^ 

c-  +  cd  +  d- 
d^  +  de  +  e- 

c  +  d  +  e 

1 

e 

e^ 

: 

X    F{x)        VF{x) 


h    h' 


a^  +  crb  +  ah'  +  iP 


V^F{x) 


a-  +  h'  +  c  -y  he  ■\- ca  \  ah 


^'F{x)     V^F(a-) 


a  +  ^  +  c  +  d 


c'^  +  c-d  +  cd'  +  d^   ^  h  +  c  +  d  +  e 

'^    f^  ^  ^         c-  +  d'  +  e-  +  de  +  ec  +  rd 

d^  +  d'~e  +  de-  +  e' 
e     e 
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In  each  of  these  cases,  as  in  the  cases  in  (i)  and  (ii),  the 
last  divided  difference  obtained  is  constant;  and  the  next 
divided  difference,  obtained  on  the  same  principle,  will  be 
zero. 

22.  The  above  tables  suggest  the  general  proposition  that 
Va**,  obtained  in  this  way,  is  the  sum  of  the  homogeneous 
products  of  degree  n  —  r  of  the  r+1  quantities  a,  b,  c,  .  .  .; 
i.e.  that 

Va«  =  a«-'' +  6'^"'" +  €"-'•+.  .  . 

+  a~-'-i(6  +  c+.  .  .)  +i«-'-i(a  +  c  +  .  ..)  +  ... 

+  &c. 
But  this  is  the  same  thing  as  saying  that 

Va»  =  coeff.  e"-"-  in  :; ^--^ — r^--. n-  •  .(r+1  factors). 

1  —  ad    1  —  oif    l—ctf 

Let  us  assume  that  this  is  true,  the  r+1  values  of  x  being 
a,  I),  c,  .  .  .  f,  and  the  next  one  being  g.     Then 

111  1 

Va"  =  coeff.  ^"~''  m 


V6"  =  coeff.  ^"-''  in 


\-ad    V-bd  \-c6'  '  'l-fO' 
11  11 


l^b9    l-cd'  '  '  l-fd   1-; 
Hence 


V+'a«  = 


9-' 


I  r  1        111       1 

=coeff.  d'^-r  m  jira[iz^e-i^^e]l^d'r^^d' '  ' 

111  1  1 

=coeff.  e-r-^  m  Y^^e'i^^^'l^^e- '  tt^Tt^' 

Thus,  if  the  theorem  is  true  for  Va«,  it  is  true  for  V+'a". 
But  it  is  true  for  Va",  which  is 

^"~""  =a»-'  +  a"~'&  +  a""'6^+ .  •  .  +  ?>""'. 
h  —  a 

Hence  it  is  true  generally. 
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It  follows  that 

V"a"  =  coeff.  6°  in  -, 7,-  — ,^.  .  .  (w+1  factors) 

i—ao   \—bd 

=  1; 

and    that    Va"  =  0     if     r>n.      Having     established     these 
properties,  we  could  obtain  the  formula 

Y{x)=Ua  +  {x  —  a)Vua+  [x  —  a){x  —  'b)V-Ua-¥  •  .  .  , 

or  the  corresponding  zig-zag  formula,  by  the  method  used 
in  §  11. 


National  Insurance  Acts.     The  Departmental  Committee  s 
Interim  Report. 

_lHE  "  Interim  Report  of  the  Departmental  Committee  on 
Approved  Societies  Finance  and  Administration  "  which  has 
recently  been  pubhshed  (Cd.  8251)  is  of  great  interest  not  only 
to  Actuaries  who  are  interested  in  the  working  of  National 
Insmrance,  but  also,  owing  to  the  suggestive  nature  of  its  proposals, 
to  those  members  of  the  profession  who  are  responsible  for 
advising  Friendly  Societies  whose  organization  is  on  the  general 
lines  of  that  of  the  Affiliated  Orders. 

It  will  be  remembered  that  the  Committee  which  was  set 
up  under  the  Chairmanship  of  Sir  Gerald  Ryan  and  included 
amongst  its  members  Mr.  Ernest  Woods,  the  President  of  the 
Institute  of  Actuaries,  and  Sir  Alfred  Watson,  the  Chief  Actuary 
to  the  National  Health  Insurance  Joint  Committee,  was  appointed 
"  to  consider  and  report  upon  any  amendments  in  the  financial 
scheme  of  the  National  Insurance  Acts  which  experience  of  the 
administration  of  sickness,  disablement  and  maternity  benefits 
may  suggest  as  desirable,  within  the  existing  hmits  of  contribu- 
tions and  benefits  and  apart  from  further  Exchequer  Grants, 
before  the  completion  of  any  valuation  of  Approved  Societies ; 
and,  further,  to  consider  how  far  the  work  of  Approved  Societies 
could  be  simplified  and  its  cost  reduced,  without  detriment  to 
the  interests  of  insured  persons,  by  amendment  of  the  Acts  and 
Regulations  ;  and  to  make  recommendations  thereon."  The 
Report  embodies  their  recommendations  in  regard  to  the  first 
part  of  the  reference. 
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Before  dealing  with  the  terms  of  the  Report  it  may  be 
convenient  to  recapitulate  the  various  stages  whereby  the 
present  actuarial  basis  of  the  Acts  was  reached. 

It  will  be  remembered  that,  under  the  provisions  of  the 
original  Bill,  Sickness  Benefit  was  payable  for  the  first  thirteen 
weeks  (commencing  on  the  fourth  day  of  sickness)  ordinarily 
at  the  rate  of  IO5.  per  week  for  men  and  Is.  Qd.  per  week  for 
women,  the  benefit  being  thereafter  reduced  to  55.  per  week. 

The  report  of  the  Actuaries  thereon*  disclosed  a  margin  in 
the  weekly  contributions  of  -lid.  in  the  case  of  men  and  -GTc/. 
in  the  case  of  women,  the  equivalent  loadings  on  the  rates  of 
sickness  and  disablement  being  24-2  per-cent  and  28-0  per-cent 
respectively.  This  was  exclusive  of  the  value  of  the  rehef  in 
respect  of  the  first  three  days,  which  it  was  recommended  should 
be  kept  as  a  general  margin. 

In  the  Committee  stage  the  full  rate  of  benefit  was  continued 
until  the  end  of  26  weeks,  the  rate  of  sickness  benefit  in  the  case 
of  unmarried  minors  was  increased  and  certain  other  less 
important  changes  were  introduced.  The  total  effect  of  these 
changes  was  to  reduce  the  loadings  referred  to  in  the  preceding 
paragraph  to  13-3  per-cent  and  20-8  per-cent  respectively. 

It  is  to  be  noted  that  the  Actuaries  considered  these  margins 
as  no  more  than  sufiicient  to  guard  against  the  possibihty  of 
fluctuations  in  the  sickness  rates  which  might  arise  not  only  as 
a  result  of  temporary  causes  but  also  on  account  of  the  undoubted 
tendencv  of  certain  classes  of  hazardous  risks  to  segregate  them- 
selves in  particular  societies. 

This  point  is  brought  out  in  paragraph  7  of  the  reportj  from 
which  the  following  is  an  extract : 

"We  consider  that  any  saving  that  may  be  effected  by  the 
sickness  benefit  not  commencing  until  the  fourth  day  of  sickness 
must  be  kept  as  a  margin,  and  without  this  margin  we  do  not 
consider  that  the  rates  of  sickness  employed  in  our  calculations 
are  apphcable  to  the  conditions  of  a  national  scheme  as  set  out  in 
the  Bill  ....  we  are  of  opinion  ....  that  the  whole 
margin  between  the  estimated  contributions  and  those  actually 
payable  under  the  Bill  should  be  regarded  as  available  to  meet  the 
heavier  rates  of  sickness  and  disablements  which  must  be  expected 
in  a  certain  number  of  societies.  Unless  this  margin  is  retained  it 
is  probable  that  a  considerable  number  of  societies  will  show  defici- 
encies on  valuation,  and  this  might  endanger  the  success  of  the 
scheme." 

•  Cd.  0G8I.  t  Ca.  5983. 
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The  whole  position,  as  aft'ected  by  the  amendinents  to  the 
scheme  which  Avere  introduced  in  the  passage  of  the  Bill  through 
the  House  of  Commons,  was  again  reviewed  by  the  Actuarial 
Advisory  Committee  which  was  set  up  under  the  Acts,  when  the 
basis  of  the  calculation  of  Reserve  Values  came  to  be  considered. 
In  their  Reports*  it  was  indicated  that,  after  making  appro- 
priate allowance  for  the  value  of  the  first  three  days  of  sickness. 
a  margin  in  the  contributions  remained  which  the  Committee 
recommended  should  be  applied  as  an  equal  loading  of  12-745 
per-cent  to  the  rates  of  siclmess  and  disablement  in  the  case  of 
men,  the  basis  of  the  calculations  being  the  Manchester  Unity 
Whole  Society  rates.  In  the  case  of  women  the  corresponding 
loadings  were  12-745  per-cent  to  the  siclaiess  rates  and  19-17 
per-cent  to  the  disablement  rates.  Bearing  in  mind  that  the 
Manchester  Unity  Sickness  rates  contain  provision  for  the 
payment  of  benefit  in  cases  of  incapacity  due  to  accident  and 
industrial  disease,  the  actual  loading  over  the  Manchester  Unity 
standard  of  sickness  was  about  24  per-cent. 

Stress  was  again  laid  on  the  importance  of  maintaining  the 
margins  to  provide  against  the  possible  effect  on  the  sickness 
rates  of  segregation  (which  was  clearly  revealed  in  the  actual 
grouping  of  insured  persons  among  the  various  Approved 
Societies)  and  of  the  bringing  into  insurance  for  the  first  time 
of  large  numbers  of  people  who  were  unaccustomed  to  this  form 
of  mutual  thrift. 

Turning  now  to  the  actual  experience  of  Approved  Societies 
as  set  out  in  the  Report  of  the  Ryan  Committee,  it  will  be  seen 
from  the  following  Table  that  in  the  years  1913  and  1914  in  the 
case  of  men  the  rates  of  sickness  experienced  were  such  as  to 


Men 

Women 

Actual  expenditure  on  sickness  and 
maternity  benefits  (in    pence  per 
weeii  per  member) 

Corresponding  expected  r  xpenditure 

1913 

1914 

1915 

1913        1914 

1915 

d. 
2-76 

d. 
303 

d. 
2-76 

d.         d. 
2-51      2-60 

d. 

2-04 

2-80 

3-00 

3  (JO 

1-78      1-85 

1-85 

*  Report  for  1912-13  on  the  Administration  of  tlie  National  Insurance  Act, 
Part  I  (Cd.  6907),  pp.  552-60. 
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result  in  the  immediate  absorption  of  the  above  margin,  -while 
in  the  case  of  women  the  rates  of  sickness  for  which  provision 
had  been  made  were  materially  exceeded. 

The  experience  of  the  year  1915  is  included  as  a  matter  of 
interest,  but  it  can  hardly  be  considered  as  a  fair  basis  of  com- 
parison owing  to  the  abnormal  industrial  conditions  arising  out 
of  the  War. 

The  problem  with  which  the  Committee  had  to  deal  was, 
therefore,  virtually  to  restore  to  the  sickness  rates  such  margins 
over  the  average  experience  as  might  reasonably  be  considered 
adequate  to  ensure  the  successful  working  of  the  scheme,  and  at 
the  same  time  to  deal  effectually  with  the  special  excess  of  sickness 
which  had  been  revealed  in  the  case  of  married  women. 

In  connection  with  the  general  excess  of  sickness  among 
women  it  is  important  to  consider  whether  this  excess  is  of  such 
a  character  as  to  affect  the  women's  reserve  values  ;  in  other 
words,  whether  the  excess  is  in  the  nature  of  a  constant  addition  to 
the  Sickness  rates  at  each  age,  or  whether  it  varies  from  age  to  age. 

The  Committee  are  informed  that  on  an  investigation  into 
the  experience  of  a  considerable  number  of  women  draw^^  from 
Societies  of  various  types,  clear  indications  are  found  that  the 
excess  of  sickness  among  women  does  not  increase  with  age. 
Their  recommendations  accordingly  do  not  involve  an  alteration 
in  reserve  values.  This  means,  of  course,  that  the  whole  of  any 
new  money  which  can  be  found  for  societies  may  be  regarded 
as  a  provision  for  current  excess  instead  of  part  of  it  {i.e.,  the  net 
premium  for  the  excess  at  age  16)  being  so  applied  and  part  of 
it  used  to  create  the  additional  reserves  which  an  excess  increasing 
with  age  would  require.  But  having  regard  to  the  heav^'  lapse 
of  women  from  insurance  on  marriage  the  point  would  not  appear 
in  any  case  to  be  of  more  than  theoretical  interest. 

In  considering  the  remedies  available  under  the  present  law 
the  Committee  rightly  emphasize  the  importance  of  the  main- 
tenance by  Societies  of  an  efficient  system  of  administration. 

Apart  from  this,  the  Acts  provide  in  the  case  of  deficiencies 
revealed  on  valuation  certain  measures  for  the  redemption  of 
such  deficiencies  by  the  pooling  of  funds  (within  certain  Hmits) 
in  the  case  of  small  societies  and  branches.  Section  63  of  the 
Act,  which  provides  for  enquiries  into  causes  of  excessive  sickness 
where  insanitary  conditions  are  alleged  against  an  employer  or 
a  local  authority,  has  also  an  obvious  bearing  on  valuation 
deficiencies. 


1916.]  National  Insvrance  Acts.  103 

111  addition  there  remain  the  general  provisions  of  Section  38 
of  the  Act  of  1911  with  reference  to  the  redemption  of  these 
deficiencies  by  the  reduction  of  benefits  or  the  imposition  of  levies. 

The  Committee  reject  this  as  a  sufficient  solution  of  the 
question  for  the  following  reasons  : 

"  We  interpret  our  reference  to  mean  that  the  task  entrusted  to 
us  is  to  suggest  remedies  which  will  so  far  as  possible  ob\'iate  the 
necessity  of  resort  to  these  provisions.  But  in  any  event  we  could 
not  hold  that  it  would  be  equitable  to  allow  the  Act  to  take  its 
course  in  all  cases  of  deficiency  without  qualification.  We  may 
refer,  for  instance,  to  the  position,  in  this  connexion,  of  women's 
Societies  and  branches.  One  of  the  most  important  efiects  of  the 
operation  of  the  Acts  has  been  to  increase  the  knowledge  previously 
available  as  to  the  health  of  women  engaged  in  insurable  employment; 
and  it  is  possible  that  had  Parliament  been  in  possession  of  such 
knowledge  in  1911.  the  conditions  as  to  women's  insurance  would 
have  been  materially  difEerent.  Further,  on  practical  grounds  we 
could  not  recommend  that  persons  who  were  in^^ted  to  associate 
voluntarily  in  particular  Societies  should  be  required  to  bear  the 
consequences  of  an  act  of  choice  necessarily  performed  on 
incomplete  information,  without  the  possibihty  of  ha\'ing  these 
consequences  mitigated." 

They  also  state  that  they  consider  themselves  to  be  precluded 
by  their  terms  of  reference  from  seeking  a  remedy  in  the  direction 
of  new  grants  from  the  Exchequer,  of  an  increase  in  the  present 
rates  of  contribution,  or  of  a  reduction  in  the  standard  rates  of 
benefit.  They  are,  moreover,  unable  to  entertain  the  suggestion 
that  the  whole  or  a  proportion  of  the  surpluses  accumulated  by 
certain  Societies  should  be  applied  to  the  redemption  of  deficien- 
cies arising  in  Societies  less  fortunately  situated. 

They  are  accordingly  led  to  the  conclusion  that  a  remedy 
should  be  sought  by  applying  to  this  purpose  a  certain  portion 
of  the  moneys  which  are  at  present  allocated  to  the  Sinking 
Fund  for  the  redemption  of  Reserve  Values. 

The  Committee  are  advised  that  the  proportion  of  the 
women's  contributions  applied  to  this  purpose  is  excessive,  and 
that  to  correspond  with  the  reduction  of  lf,d.  made  in  the  case 
of  men,  the  deduction  in  the  case  of  women  should  be  about 
lid.  instead  of  lid. 

Accordingly  the  proportion  of  the  contribution  proposed  to 
be  released  from  the  Sinking  Fund  is  in  the  case  of  women  ^d. 
per  contribution  and  in  the  case  of  men  f,d.  This  would  leave 
for  interest  on,  and  redemption  of,  reserve  values,  ^d.  in  the 
former  case  and  Id.  in  the  latter  and  would  have  the  effect  of 
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bringing  the  men's  and  the  women's  contributions  to  the  Sinking 
Fund  into  proper  relationship. 

The  effect  of  these  proposals  would  be  to  reduce  the  present 
income  of  the  Sinking  Fund  from  £4,500,000  to  £2,700,000  a  year 
and,  ipso  facto,  to  extend  the  period  of  redemption  of  reserve  values, 
with  the  result  that  the  extension  of  benefits,  which  is  contemplated 
when  reserve  values  have  been  redeemed,  would  be  deferred. 

The  Committee  consider  that  this  disadvantage  is  more  than 
met  by  the  following  facts  : 

"  (a)  The  scheme  which  we  propose  to  recommend  will  leave 
unimpaired  the  rights  of  members  of  Societies  with  a  disposable 
surplus  to  the  immediate  enjo}Tueut  of  the  whole  of  that  surplus, 
and  will  enlarge  the  rights  in  this  respect  of  branches,  (including 
Societies  of  men  and  women  insured  through  separate  Benefit  Funds), 
and  small  Societies  which  are  subject  to  pooling  liabilities. 

{b)  The  scheme  will  greatly  diminish  even  if  it  may  not  in  some 
cases  wholly  remove,  the  prospect  that  the  members  of  particular 
Societies  will  have  their  benefits  reduced  as  the  result  of  a  deficiency 
emerging  upon  valuation. 

(c)  The  scheme  offers  a  substantial  prospect  to  many  Societies 
of  the  provision  of  increased  additional  benefits  at  a  date  considerably 
in  advance  of  1932." 

In  considering  the  application  of  the  moneys  so  released  the 
Committee  state  that  their  object  has  been  to  frame  such  a 
scheme  as  will  enable  each  Society,  so  far  as  possible,  to  meet 
its  own  habilities,  and  they  conclude  that  such  a  scheme  should 
contain  five  principal  features  : 

"  (a)  It  should  pro\'ide  an  immediate  increase  in  the  income 
available  to  Societies  for  the  pa^Tnent  of  benefits  to  women  generally. 

(h)  It  should  make  further  special  pro\'ision  for  the  claims  falhng 
upon  Societies  in  respect  of  married  women. 

(c)  It  should  pro\dde,  as  a  measure  of  precaution,  for  the 
accumulation  of  a  Special  Reserve  Fund  to  meet  if  necessary,  the 
indirect  but  possibly  prolonged  effects  of  war  service  upon  the 
general  sickness  rate  of  the  male  insmed  population. 

(d)  It  should  place  in  the  hands  of  all  Societies,  whether  com- 
posed of  men  or  women,  or  partly  of  one  sex  and  partly  of  the  other, 
additional  moneys  to  be  available  to  meet  contingent  liabihties 
which  may  arise  in  any  Society  owing  to  excess  of  claims  for 
sickness,  disablement,  or  maternity  benefits.  These  moneys  should  be 
available  for  immediate  apphcation  in  cases  of  deficiency  on  valuation. 

(e)  It  should  include  provision  for  further  deficiency  due  to  the 
special  risks  to  which  the  funds  of  certain  Societies  are  exposed 
o\sang  to  the  inclusion  in  their  membership  of  an  abnoimal  number 
of  persons  who  are  below  the  average  in  health,  as  the  result  either 
of  hazardous  occupations,  unliealthy  en\'iroimient,  or  an  exception- 
ally low  standard  of  h\ing." 
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In  giving  effect  to  the  above  considerations  it  is  recommended 
in  the  case  of  women  that  ^j(Z.  out  of  the  released  f  rf.  per  contri- 
bution (or  £280,000  in  all)  should  be  applied  to  increasing  the 
current  income  of  the  Benefit  Funds,  in  part  directly,  and  in  part 
through  the  medium  of  the  Women's  Equahzation  Fund. 

The  amount  available  for  the  former  purpose  is  estimated 
to  be  £145.000.  the  proportion  to  be  carried  to  the  Women's 
Equalization  Fund  (namely  £135.000)  being  estimated  as 
follows  : 

It  is  assumed  in  the  first  place  that  to  this  £135,000  will  be 
added  an  equal  amount  from  moneys  provided  by  Parhament, 
this  sum  representing  the  equivalent  of  the  grant  in  aid  at 
present  made  in  recognition  of  the  cost  to  Societies  of  paying 
benefits  arising  out  of  pregnancy. 

It  should  be  remembered  that  as  regards  the  cost  of  benefits, 
two-ninths  in  the  case  of  men  and  one-fourth  in  the  case  of  women 
is  defrayed  by  moneys  provided  by  Parliament.  Any  cash  sums 
therefore  which  are  made  available  towards  the  payment  of 
benefits  will  attract  a  State  Grant  to  the  extent  of  two-sevenths 
(or  one-third)  of  their  values  and  the  total  provision  when 
expressed  in  the  form  of  benefit  payments  is  increased  accordingly. 

It  follows  that  the  sum  of  £135.000  to  be  carried  to  the 
Women's  Equalization  Fund  out  of  contributions  will  attract 
an  Exchequer  Grant  of  one-third,  making  it  £180,000  ;  similarly 
the  like  amount  which  it  is  assumed  will  be  paid  into  that  Fund 
from  the  Exchequer  will  itself  attract  a  further  Exchequer 
Grant  of  one-third,  again  making  £180,000. 

The  Committee  recommend  that  the  Fund  should  be  a  single 
fmid,  established  for  the  whole  of  the  United  Kingdom,  inasmuch 
as  the  proportion  of  Married  Women  varies  in  different  locaUties, 
and  moreover  a  large  number  of  societies,  which  operate  in  more 
than  one  part  of  the  United  Kingdom,  insure  their  women 
members  in  a  common  Benefit  Fund. 

With  regard  to  the  disposal  of  the  Fund  the  Committee  are 
informed  "  that,  on  the  best  information  available  and  after 
making  due  allowance  for  the  difference  in  age,  the  claims  of 
married  women  for  sickness  benefit  are  in  excess  of  those  of 
unmarried  women  to  an  average  extent  not  exceeding  one  week 
per  woman  per  annum." 

This  excess  includes  a  certain  amount  due  to  claims  arising 
out  of  pregnancy,  but  although  this  is  not  a  liability  specifically 
provided  for  in  the  rates  of  sickness  employed  in  the  calculation 
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of  Reserve  Values,  the  Committee  are  unable  to  recommend 
that  such  amounts  should  be  directly  recouped  to  Societies,  as 
the  resulting  complexities  in  accounting  and  tabulation  would 
be  considerable,  and  difficult  questions  as  to  the  supervision  of 
the  claims  for  benefit  by  Societies  (which  would  have  ceased  to 
be  interested  in  the  amount  expended)  would  arise. 

Apart  from  the  excessive  sickness  there  are  indications  of 
excess  over  the  expectation  in  the  case  of  maternity  claims  of 
married  women.  It  is  pointed  out  that  this  does  not  necessarily 
mean  that  their  fertility  has  been  miderestimated,  the  probability 
being  that  a  difficulty  is  experienced  by  Societies  in  determining 
the  point  of  time  at  which  a  married  woman  who  has  ceased 
work  has  definitely  left  employment,  and  has  consequently 
become  subject  to  suspension  from  the  ordinary  benefits. 

A  flat  rate  of  distribution  in  proportion  to  the  number  of 
married  women  in  each  Society  is  rejected  on  three  grounds: 
first,  that  it  would  not  give  effect  to  variations  in  the  age  distri- 
bution ;  secondly,  that  it  would  fail  to  meet  the  varying  incidence 
of  pregnancy  sickness  due  to  differences  between  the  birth  rates 
of  different  sections  of  the  community ;  and  thirdly,  that  it  would 
not  secure  to  individual  societies  a  proper  recoupment  in  respect 
of  the  claims  of  pregnant  unmarried  women. 

The  Committee  think  '"  that  a  practical  solution  of  the 
difficulty  can  be  obtained  by  dividing  the  Fund  into  two  parts, 
to  be  distributed  respectively  on  the  basis  of  the  number  of 
married  women  members  in  each  Society,  and  on  the  basis  of  the 
co.st  of  maternity  benefit.  Under  the  first  of  these  heads  Societies 
could  be  supplied  with  a  sufficient  additional  income  in  respect 
of  married  women  of  all  ages  to  meet  the  excess  of  claims  which 
appears  to  arise  independently  of  the  incidents  of  maternity. 
Under  the  second  head  Societies  could  be  supplied  with  sufficient 
additional  funds  to  provide  suitably  for  the  extra  cost  of 
pregnancy  sickness  cases  and  for  any  addition  to  the  normal 
cost  of  maternity  benefit  resulting  from  the  cause  named  above. 
Further,  by  suitably  distributing  the  income  of  the  Fund  under 
these  two  heads,  an  automatic  provision  could  be  made  for  cases 
of  incapacity  due  to  early  miscarriage  or  abortion,  which  are  not 
readily  traceable  in  the  accounts  of  Societies."" 

They  accordingly  recommend  that  the  grants  from  the 
Women's  Equalization  Fund  should  be  made  in  two  jjarts, 
consisting  of  : 

(fl)  A  grant  in  respect   of  each  employed  married  woman 
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of  35.  6rf.  a  year  payable  to  Societies  in  proportion  to  the  number 
of  married  women  included  in  their  membership  (approximate 
present  cost  £110,000). 

(6)  A  grant  equivalent  to  three-quarters  of  the  amount  paid 
by  Societies  in  maternity  benefit  in  respect  of  women's  insurance 
(estimated  present  cost  £160,000). 

As  these  Grants  are  to  be  made  to  the  Benefit  Funds  of 
societies  it  follows  that  they  will  be  applied  in  defraying  the 
net  cost  of  benefits,  i.e.,  after  deduction  of  the  Exchequer  Grant 
of  one-fourth. 

In  the  case  of  men  it  has  been  necessar_y  to  give  consideration 
to  the  possible  after-effects  of  the  War  on  the  funds  of  Approved 
Societies.  On  the  one  hand  there  is  the  possibility  that  the 
arduous  labours  now  being  borne  by  a  large  proportion  of  the 
industrial  community  will  react  unfavourably  upon  the  future 
sickness  rates,  on  the  other  hand,  as  the  Committee  point  out, 
beneficial  effects  should  flow  from  the  general  extension  of 
physical  training.  There  are  in  addition  certain  special  sources 
of  profit,  such  as  the  exceptional  release  of  reserves  by  death, 
and  a  general  rise  in  the  rate  of  interest  consequent  upon  the 
War  which  must  be  set  against  the  additional  liabilities  in  which 
societies  may  become  involved. 

The  Committee  are  satisfied,  however,  that  prudence  dictates 
the  formation  of  a  Special  Reserve  Fund,  to  accumulate  for  a 
period  of  10  years  so  as  to  be  available  to  meet  hereafter  anv 
increase  of  claims  which  may  emerge  as  a  result  of  War  service. 
To  this  Fund  they  recommend  that  two-ninths  of  the  f,d.  diverted 
from  the  men's  contribution  to  the  Sinking  Fund,  should  be 
carried,  this  yielding  at  the  present  time  about  £250,000  a  year. 
After  allo^\^ng  for  the  above  special  factors  there  remains 
out  of  the  moneys  diverted  from  the  Sinking  Fund  an  amount 
of  Y%rf.  per  contribution  in  the  case  of  women  and  %\d.  per 
contribution  in  the  case  of  men.  These  sums  which  become 
equal  in  amount,  namely  %d.  when  increased  by  the  State  Grant 
of  one-third  for  women  and  two-sevenths  for  men.  have  to  be 
allotted  between  the  "  Contingencies  ''  and  the  "  Special  Risks  " 
Funds  respectively. 

In  considering  this  allocation  it  is  important  to  recognize 
that  the  Contingencies  Fund  is  designed  to  provide  a  measure  of 
reinsurance  within  the  Society  itself,  whereas  the  Special  Risks 
Fund  operates  as  a  reinsurance  Fund  for  all  societies  throughout 
the  United  Kingdom.     Societies  will,  therefore,  have  a  direct 
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interest  in  their  own  Contingencies  Fund,  inasmuch  as  any 
unexpended  balance  would  be  available  as  surplus  for  the  pro- 
vision of  additional  benefits. 

In  order,  therefore,  to  maintain  and  develop  the  interest  of 
insured  persons  in  the  management  of  their  Societies  the  Com- 
mittee recommend  that  the  Contingencies  Funds  should  be  built 
up  from  a  proportion  of  not  less  than  three-quarters  of  the 
amount  remaining  available  for  the  joint  purposes  of  the  Con- 
tingencies and  Special  Risks  Funds. 

Assuming  for  the  purposes  of  illustration  that  the  Contin- 
gencies Funds  will  be  credited  with  four-fifths  of  the  total 
amount  available,  the  annual  income  so  provided  would  be  at 
the  present  time  about  £710,000  in  respect  of  men  and  about 
£280,000  in  respect  of  women. 

In  the  following  tables  summarizing  the  foregoing  proposals, 
the  first  show\s  the  proposed  allocation  of  the  moneys  derived 
from  Sinking  Fund  sources  and  the  second  shows  the  general 
financial  effect  of  the  proposals  by  a  comparison  of  the  provision 
made  for  benefits  under  the  Scheme  (expressed  in  the  form  of 
pence  per  member  per  week)  with  the  actual  expenditure  in 
various  years. 


Men 

Women" 

At  tl 

1 
le  Rale 

Total 

At  the  Rate 

Total 

of  IViii-e  per 

Annual 

of  Pence  per 

Annual 

Cont 

i  but.  on 

Amount 

Contribution 

Amount 

cL 

£ 

d. 

£ 

1.  To  Benefit  Fund            

•17 

145,000 

2.    „    Women's  Equalization  Fund 

■16 

135,000* 

3.    „    Men's  Special  Reserve  Fund 

•12 

250,000 

4.    ,,    Contingencies  Fund 

•35 

710,00u 

•34 

280,000 

5.    „    Special  Risks  Fund 

Total 

•09 

180,000 

•08 

70,000 

;;  = 

=   -56 

1,140,000 

3=    -75 

630,000 

The  appropriation  of  the  above 

items  would  leave  for  interest 

and    redemption   of    reserve 

values — 

6.  Interest ") 

1-00  ^ 

1,500,000 

)         .--  c 

460,000 

7.  Redemption  of  Reserve  Values  ) 
Grand  total 

5(30,000 

i           '"I 

170,000 

^= 

--l-o6 

3,200,000 

l.\=l-5(t 

1,260,000 

*  It  is  assumed   that   Parliament  will   be   asked  to   provide  a  grant  of   an 
equivalent  amount. 
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Men 

Women 

1913 

1914 

1915 

d. 
300 

1913 

1914 

1915 

Present    position    (under    the   Acts    of 

1911  and  1913) 
Additional  income  to  be  credited  direct 

to  Bcnelit  Fund          

Addition    from    Women's    Equalization 

Fund      

Total,  being  normal  provision  under 
the  Scheme       

Addition  from  Contingencies  Fund, 
available  for  immediate  use  in 
deficiency  cases            ...          

Average  actual  cost 

d. 
2-80 

d. 
3-00 

d. 
1-78 

•20 

•37 

d. 
1-85 

•20 

•37 

d. 
1^85 

•20 

•37 

2-80 
•38 

300 
•38 

300 
•38 

2-35 
•38 

2^42 
•38 

2-42 
•38 

318 

3-38 

338 

2-73 

2-80 

2^80 

2-76 

303 

2-76 

2-51 

2-60 

2-04 

A.S  an  explanation  of  the  manner  in  which  the  figures  in  the 
latter  table  are  obtained,  the  following  calculation  of  the  figure 
of  •38(i.  representing  the  value  of  the  contribution  from  the 
Men's  Contingencies  Fund,  may  be  taken. 

As  explained  above,  the  total  amount  available  from  each 
contributor,  for  the  purposes  of  the  Contingencies  and  Special 
Risks  Funds  is  %\d.  Taking  four-fifths  of  this  as  applicable  to 
the  former  Fund,  a  sum  of  ^d.,  or  •346c?.  is  obtained.  Owing 
to  the  fact  that  contributions  are  not  payable  during  sickness 
and  that  accordingly  loss  of  contributions  as  well  as  excess 
sickness  has  to  be  met,  the  amount  actually  available  for  benefits 
is  reduced  to  •2>21d.  On  the  basis  of  a  payment  of  48  contribu- 
tions a  year  on  the  average  (four  weeks  being  omitted  on  account 
of  siclmess  and  miemployment)  the  annual  sum  so  produced  is 
\'yld.  which,  when  increased  by  the  State  Grant  of  two- 
sevenths  becomes  20-2rf.  ;  and  this  in  an  average  year  consisting 
of  521  weeks  reduces  to  the  weekly  amount  of  •?>d>d.  as  stated. 

With  reference  to  the  accumulation  and  disposal  of  the 
Contingencies  Fund,  the  Committee  lay  down  the  following 
general  principles,  subject  to  certain  modifications  in  the  case  of 
societies  of  particular  types  : 

"  («)  A  Contingencies  Fund  should  be  set  up  in  respect  of  each 
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Society,  and  should  be  applied  solely  for  the  benefit  of  members  of 
that  Society. 

(6)  On  the  completion  of  a  valuation  of  a  Society,  if  a  deCciency 
should  appear,  a  sum  equal  to  the  deficiency  or  to  the  balance  of 
the  Contingencies  Fund  (whichever  were  the  smaller)  should  be 
transferred  from  the  Contingencies  Fund  to  the  Benefit  Fund  ;  any 
balance  remaining  in  the  Contingencies  Fimd  after  this  transfer  had 
been  made  should  be  carried  forward  and  be  recruited  year  by  year 
by  contributions  as  above  explained,  and  by  interest  at  the  average 
rate  earned. 

(c)  Should  the  balance  of  the  Fund,  after  the  completion  of  a 
valuation  (other  than  the  first  valuation),  and  the  discharge  of  any 
liability  to  meet  a  deficiency  as  indicated  in  [b).  exceed  a  limit  to 
be  prescribed,  which  it  is  suggested  should  be  five  times  the  sum 
paid  into  the  Fund  out  of  contributions  in  the  calendar  year  pre- 
ceding the  valuation  date,  the  excess  should  be  paid  into  the  Benefit 
Fund  of  the  Society,  and  become  available  as  an  addition  to  the 
surplus  for  the  purpose  of  Section  37  of  the  Act  of  1911." 

The  various  types  of  Societies  which  require  consideration 
are  as  follows  : 

{a)  Societies  without  branches  consisting  of  men  only  or 
w^omen  only  and  not  subject  to  the  pooling  provisions  of  the  Act 
of  1911. 

(6)  Societies  without  branches,  consisting  of  men  and  women, 
with  a  Common  Benefit  Fund. 

(c)  Societies  without  branches,  consisting  of  men  and  women, 
with  separate  Benefit  Funds. 

(d)  Societies  with  Branches. 

(e)  Societies  without  Branches  subject  to  pooling  provisions 
under  the  Act  of  1911. 

In  the  case  of  Societies  coming  under  the  first  category,  no 
complexities  present  themselves  and  it  is  recommended  that 
the  Scheme  be  applied  without  modification. 

In  the  second  class  of  Societies  the  position  is  more  compli- 
cated, but  after  reviewing  the  various  arguments  (which  are  fully 
discussed  in  paragraphs  51  to  59  of  the  Report)  the  Committee 
recommend  that  a  single  Contingencies  Fund  be  established  to 
be  available  to  meet  anv  deficiency  which  the  valuation  of  the 
Society  may  disclose. 

In  the  third  class  of  Societies  the  Committee  recommend 
that  two  Contingencies  Funds  be  set  up  and  that  if  the  Benefit 
Fund  of  one  section  is  in  deficiency  it  be  required  to  resort  in 
the  first  instance  to  its  own  Contingencies  Fund  ;  and  that  if 
after  exhaustino  that  Fund  it  remains  in  deficiencv,  it  should 
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resort  to  any  balance  in  the  Contingencies  Fund  of  the  other 
section  of  the  members,  to  an  extent  not  exceeding  the  balance 
of  the  contributions  paid  into  the  latter  Fund  since  the  last 
valuation. 

It  should  be  noted  that  the  general  effect  of  the  proposals 
is  to  preserve  to  either  section  of  the  membership  the  whole  of 
any  balance  of  its  own  Contingencies  Fund  which  may  have 
been  carried  forward  at  the  previous  valuation  and  also  the  whole 
of  anv  surplus  which  mav  be  found  to  exist  in  its  own  Benefit 
Fund'. 

An  analogous  arrangement  is  proposed  in  the  case  of  Societies 
with  branches,  the  Committee's  recommendations  being  as 
follows  : 

"  (i)  A  central  Contingencies  Fund  .should  be  estabhshed  for  the 
Society,  and  the  appropriate  part  of  the  contributions  of  each 
member  of  the  Society  should  be  credited  to  this  central  Fund. 

(ii)  Each  branch  found  on  valuation  to  be  in  deficiency  should 
have  its  deficiency  made  good  from  the  Society's  Contingencies 
Fund,  subject  to  the  right  of  the  central  authority  to  refuse,  with 
the  consent  of  the  Insurance  Commissioners,  to  make  good  the  whole 
or  any  part  of  the  deficiency  of  a  branch  which  has  been  mal- 
administered. 

(iii)  The  whole  of  the  surplus  of  a  branch  which  is  disclosed  on 
its  valuation  should  be  reserved  for  the  use  of  the  branch,  the 
existing  provision  under  which  -one-third  of  the  disposable  surplus  is 
transferable  to  the  central  authority  for  the  purpose  of  meeting 
deficiencies  being  repealed. 

(iv)  Any  balance  remaining  in  the  Contingencies  Fund  of  the 
Society  after  making  good  deficiencies  should  be  transferred  to  the 
branches  in  proportion  to  the  amounts  which  their  members  have 
respectively  contributed  to  the  Fund,  reduced  by  any  amounts 
which  may  have  been  paid  to  particular  branches  in  redemption  of 
deficiency. 

(v)  The  sum  paid  to  a  branch  under  (iv)  should  be  dealt  with  as 
follows  :— 

(«)  Where  it  is  paid  to  a  branch  which  in  consequence  of  mal- 
administration has  not  been  relieved  out  of  the  Fund  to  the 
full  extent  of  its  deficiency,  the  whole  sum,  or  so  much  of  it 
as  is  required  to  make  good  the  remaining  deficiency,  should 
be  paid  into  the  Benefit  Fund  of  the  branch. 

(h)  Subject  to  (a)  the  amount  paid  to  each  branch  should  be 
paid  into  a  Contingencies  Account  in  the  branch. 

(c)  The  sum  at  the  credit  of  the  branch  Contingencies  Account 
should  accumulate  (with  interest),  and  if  at  any  valuation 
the  balance  of  the  Account  exceeds  five  times  the  amount 
which  the  members  of  the  branch  have  contributed  to  the 
Society's  Contingencies  Fimd  in  the  calendar  year  preceding 
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the  valuation  date,  tlie  excess  sliould  be  transferred  to  the 
Benefit  Fund  of  the  branch  and  become  available  for  addi- 
tional benefits, 
(f/)  Where,  however,  a  branch  which  has  a  siun  to  the  credit  of 
its  Contingencies  Account  (accumulated  from  distributions 
following  previous  valuations)  is  in  deficiency  on  any  valuation, 
it  should  be  required  to  apply  the  balance  of  its  Contingencies 
Account  to  making  good  the  deficiency  before  resorting  to  the 
central  Contingencies  Fund  of  the  Society." 

Ill  the  case  of  the  societies  without  branches  subject  to  the 
pooling  provisions  of  the  Act  of  1911,  the  Committee  after 
examining  the  present  position  have  found  it  necessary  to 
recommend  considerable  alterations  in  the  existing  scheme. 

Section  39  of  the  Act  of  1911  provides  that  all  Societies  which 
at  the  date  of  any  valuation  have  less  than  5,000  members  shall 
for  valuation  purposes  either — 

(a)  be  grouped  with  other  Societies  in  any  association  con- 
taining in  all  not  less  than  5,000  insured  persons,  which  may  be 
formed  under  the  Section  ;    or 

[h)  in  default  of  joining  such  an  association,  be  grouped 
according  to  the  county  or  county  borough  in  which  they  carry 
on  business. 

One-third  of  the  surplus  of  any  grouped  Society  is  transferred 
to  a  central  pool  in  respect  of  its  own  group  and  a  grouped 
Society  in  deficiency  is  entitled  under  certain  conditions  to  have 
three-quarters  (or  the  whole  if  the  Central  Body  so  determine) 
of  its  deficiency  made  good  within  the  limits  of  the  fmid  so  created. 

For  the  successful  working  of  any  scheme  of  reinsurance  of 
this  kind,  it  is  essential  that  two  fundamental  conditions  should 
be  fulfilled  :  first,  that  the  scheme  should,  in  fact,  reinsure  the 
inequahties  w^hich  it  is  intended  to  correct,  and  secondly,  that  the 
premiums  paid  should  be  commensurate  with  the  risk  run. 

In  examining  the  above  scheme  it  is  seen  at  once  that  the  first 
condition  is  not  satisfied,  for,  assuming  that  in  any  group  of 
societies  the  exact  average  of  sickness  is  reahzed  over  the  group 
as  a  whole,  it  is  obvious  that  the  fund  created  by  the  pooling 
of  one-third  of  the  surpluses  will  be  insufficient  to  redeem  more 
than  one-third  of  the  deficiencies.  It  is  imderstood  also  that  in 
many  cases  the  poohng  area  is  very  limited,  descending  occasion- 
ally to  single  societies  with  a  very  small  membership.  Apart 
from  this  there  wall  be  a  tendency  for  strong  societies  to  associate 
together  voluntarily  and  exclude  the  weak  who  will  thereby  be 
left  to  their  own  unaided  resources. 
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It  must  be  considered,  therefore,  that  the  scheme  of  the 
1911  Act  fails  to  provide  adequately  against  the  risks  of  fluctua- 
tions in  the  experience  of  small  societies. 

As  regards  the  second  condition,  the  premium  paid  under 
the  scheme  of  the  1911  Act.  depending  as  it  does  upon  the  amount 
of  disposable  surplus,  is  purely  empirical  and  bears  no  obvious 
relation  to  the  risk  against  which  it  is  intended  to  provide. 
Further,  if  the  individual  risks  were  equal  and  therefore  variations 
in  the  experience  of  Societies  were  due  to  fluctuations  only, 
theoretically  the  reinsurance  premium  paid  per  member  should 
decrease  as  the  membership  of  the  society  increases.  As  against 
this  there  is  the  admitted  difficulty  of  securing  adequate  super- 
vision in  the  case  of  large  societies,  but  the  difficulties  in  this 
respect  must  eventually  tend  to  become  uniform  when  a  certain 
membership  is  attained. 

Even  after  making  allowance  for  these  considerations,  there 
seems  no  doubt  that  the  risk  of  divergence  from  the  average 
experience  is  relatively  smaller  in  the  case  of  a  society  of  normal 
constitution  with  a  membership  of  5,000  than  in  the  case  of  a 
society  with  a  membership  of  50.  Under  the  existing  scheme  of 
the  Acts  these  societies  are  both  placed  on  the  same  footing  for 
poohng  purposes.  In  cases  where  the  larger  societies  are  hkely 
to  be  in  deficiency  as  a  result  of  occupational  or  other  special 
risks,  the  present  scheme  would  tend  to  place  an  undue  burden 
on  the  small  societies  round  them. 

The  Committee  accordingly  recommend  that  all  societies 
with  between  1,000  and  5,000  members  be  exempted  from 
poohng.  In  arriving  at  this  conclusion  the  Committee  take  into 
account  the  facts  that  the  Contingencies  Funds  of  Societies  will 
provide  a  considerable  margin  for  fluctuations  and  that  they 
recommend  at  a  later  stage  in  the  Report  the  extension  of  the 
valuation  period  from  three  to  five  years.  This  extension  would 
increase  the  value  of  the  Contingencies  Funds  as  a  means  of 
dealing  with  adverse  fluctuations. 

The  Committee  understand  that  the  total  number  of  societies 
in  England  at  present  hable  to  pool  is  about  1,300  and  that  these 
would  be  divided  under  existing  conditions  into  128  county  and 
county  borough  groups  and  an  indefinite  number  of  voluntary 
associations.  There  is  no  prospect  that  with  such  minute 
division  the  "pooling  arrangements  would  substantially  achieve 
their  purpose,  and  they  recommend  therefore  that  territorial- 
grouping   and   unrestricted   voluntary   association    for   pooling 
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purposes  be  abolished  and  one  national  pooling  fund  formed  for 
each  of  the  four  parts  of  the  United  Kingdom.  The  Committee 
however  propose  that,  subject  to  certain  safeguards,  the  right  of 
association  should  be  conceded  to  societies  having  a  common 
origin  or  possessing  some  special  community  of  interest. 

As  regards  the  financial  arrangements  it  is  recommended 
that  the  existing  provisions  of  the  Act  of  1911  as  to  the  levy  on 
disposable  surpluses  to  meet  deficiencies  be  rescinded  and  that 
any  society  whose  membership  does  not  exceed  1 ,000  which  is  in 
deficiency  shall  in  the  first  instance  apply  the  whole  of  its  Con- 
tingencies Fund  to  meet  the  deficiency,  and  that  if  solvency  is  not 
then  restored,  the  society  shall  be  entitled  to  apply  for  assistance, 
up  to  the  full  amount  of  the  remaining  deficiency,  from  a  fund 
formed  by  a  levy  on  the  limited  Contingencies  Funds  of  other 
societies  of  the  same  class. 

In  considering  the  extent  of  such  levy,  the  Committee  draw 
a  distinction  between  the  case  of  a  society  with  branches  and  the 
case  of  the  pooled  small  societies,  which  having  no  common  bond 
are  not  in  a  position  to  exercise  control  over  one  another.  They, 
therefore,  consider  that  the  call  on  the  limited  Contingencies 
Fund  of  a  society  with  a  membership  not  exceeding  1.000  should 
be  confined  to  a  maximum  of  one-half  the  amount  of  that  Fund. 

The  above  proposals  complete  the  measures  which  the  Com- 
mittee recommend  for  adoption  in  order  that  societies  of  a  normal 
type  may  be  enabled  to  provide  against  periodical  fluctuations 
in  the  sickness  experience. 

There  remains  the  problem  of  the  segregation  in  individual 
societies  of  particular  sections  of  the  insured  population  who  by 
reason  of  special  conditions  of  physique,  occupation  or  environ- 
ment, are  subject  to  an  abnormal  rate  of  sickness  against  the  risks 
of  which  the  Special  Risks  Fund  is  designed  to  afford  a  provision. 

It  appears  that  these  special  risks  are  not  uniformly  dis- 
tributed over  the  United  Kingdom — Wales  in  particular  being 
heavily  burdened  in  respect  of  occupational  liabilities — and  it  is 
accordingly  recommended  that  one  fund  be  established  for  the 
whole  of  the  United  Kingdom.  The  grants  from  this  fund  would 
be  made  only  after  an  investigation  into  the  administration  of 
the  applicant  society,  with  the  object  of  securing  that  grants  are 
only  made  to  the  extent  to  which  the  deficiency  can  be  shown 
to  be  due  to  abnormal  risks  and  not  to  lax  management. 

Having  regard  to  the  many  uncertainties  which  may  affect 
the  future  finance  of  National  Insurance  and  on  which  further 
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light  will  be  thrown  by  wider  experience  in  the  working  of  the 
Acts,  the  Committee  recommend  that  legislative  provisions 
embodying  their  proposals  as  to  the  Contingencies  Fnnds,  the 
Special  Risks  Fund  and  the  Women's  Equalization  Fund,  should 
be  operative  in  the  first  instance  for  a  period  of  ten  years  only 
as  from  January,  1913,  and  that  at  the  end  of  that  time  the 
question  should  be  further  considered  in  the  light  of  the  experience 
then  available. 

The  extension  of  the  period  of  redemption  of  reserve  values 
involved  in  the  adoption  of  the  above  proposals  until  this  review 
of  the  position  takes  place,  would  be  about  six  years,  that  is  from 
1932  to  1938.  If  the  scheme  were  applied  without  the  foregoing 
limitations,  the  resulting  extension  of  the  Sinking  Fund  period 
would  have  been  about  twenty  years,  that  is,  to  about  1952. 

The  above  virtually  complete  the  Committee's  proposals 
so  far  as  the  financial  basis  of  the  Acts  is  concerned.  The 
remainder  of  the  Report  is  devoted  to  the  discussion  of  various 
administrative  points  of  which  perhaps  the  most  important  are 
the  question  of  the  valuation  period  (which  it  is  recommended 
should  be  extended  to  5  years)  and  the  rate  of  interest  to  be 
assumed  in  the  calculations. 

In  considering  whether  this  rate  should  be  raised  to  3|  per- 
cent it  is  pointed  out  that  for  some  years  a  large  proportion  of 
societies'  credits  will  consist  of  Reserve  Values,  the  interest  on 
which  has  to  be  provided  from  the  Sinking  Fund  moneys  ;  anv 
increase  in  the  interest  income  in  respect  of  Reserve  Values  would 
thus  be  secured  at  the  expense  of  the  more  direct  additional 
provision  which  the  Committee  propose  should  be  made. 
Moreover,  even  though  a  higher  rate  than  3  per-cent  may  be 
earned  for  some  time  to  come,  is  is  not  desirable  that  every  margin 
should  be  brought  into  account  for  present  purposes  ;  the 
Committee  point  out  the  many  contingencies,  e.g.,  a  possible 
change  in  the  future  rate  of  mortality,  which  might  disturb  the 
finances  of  approved  societies  in  the  absence  of  any  compensating 
factor  such  as  a  limited  interest  profit  would  provide. 

The  Committee,  therefore,  recommend  that  no  change  be 
made  in  the  rate  of  interest  assumed  in  the  calculations. 

It  should  be  noted  that  special  emphasis  is  laid  on  the 
necessity  for  an  actuarial  investigation,  at  the  earliest  possible 
date,  of  the  experience  of  Societies  in  respect  of  sickness,  dis- 
ablement and  maternity  benefits,  not  only  with  regard  to  sex 
and  age,  but  also,  as  far  as  possible,  with  regard  to  industrial 
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conditions.  Such  an  enquiry  would,  of  course,  include  an 
examination  into  the  many  special  factors  affecting  the  insurance 
of  women. 

It  is  not  our  intention  to  offer  any  criticisms  of  the  Report. 
but  it  may  be  permissible  to  suggest  that,  within  the  limits  of 
their  terms  of  reference,  the  adoption  of  some  such  scheme  as 
that  put  forward  by  the  Committee  was  almost  inevitable. 
Given  the  factor  of  segregation  of  risks  in  individual  societies, 
combined  with  the  operation  of  the  flat  rate  of  contribution 
(concerning  the  justice  of  which  opinions  may  differ),  the 
necessity  of  avoiding  widespread  valuation  deficiencies,  and  the 
fact  that  the  original  margins  in  the  contributions,  which  were 
designed  to  provide  safeguards  against  these  difficulties,  were 
found  from  the  commencement  to  have  been  absorbed  in  payment 
of  sickness  claims,  the  only  remaining  source  of  income  was  that 
formed  by  the  Sinking  Fund  moneys  and  the  only  practical 
scheme  centred  round  a  broad  application  of  the  principles  of 
reinsurance  of  risks. 

The  details  of  such  a  scheme  afford  boundless  possibilities 
for  the  exercise  of  individual  imagination  and  individual 
judgment,  but  the  Committee  may,  at  any  rate,  be  congratulated 
on  the  adoption  of  a  scheme  which  will  commend  itself  to 
Actuaries  not  only  as  being  eminently  practical,  but  also  as 
affording  substantial  justice  in  regard  to  the  problems  with 
which  they  had  to  deal. 
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APPENDIX. 

Summary  of  the  Expenditure  of  Approved  Societies  on  SicMess,  Maternity 
and  Disahlement  Benefits  in  the  Years  1913,  1914  and  1915. 


Xo.  of 
Members 

Sickness 
Benefit 

Maternity 
Benefit 

Disable- 
ment 
Benefit 

All 
Benefits 

AvER.\GK  Expenditure  .shown  in 
Pekoe  per  Week 

Country 

Sickness 
Benefit 

Maternity 
Benefit" 

Disable- 
ment 
Benefit 

All 
BenefllP 

1913.     Men. 

England  ... 
Scotland  ... 
reland    ... 
Wales      ... 

£ 

7,359,866 !  3,413,052 

1,026,649       422,564 

457,227       230,119 

551,219       322,377 

£ 

938,837 

137.332 

68,339 

78,139 

£ 
... 

£ 

4,351,889 

559,896 

298.458 

400,516 

d. 
2-14 
1-90 
2-32 
2-70 

d. 

•59 

•62 

•69 

•65 

d. 

d. 

273 
252 
3^01 
335 

Jnited      ") 

\infrdom  s 

9.394,961    4,388,112 

1,222,647 

5,610,759 

216 

•60     '     ... 

2^76 

1913.      JFomen. 

Sngland  ... 
Scotland  ... 
j-eland    ... 
Wales 

3,290,807 
431,404 
221,432 
109,465 

1,756,610 

199,068 

148,145 

62,752 

31,995 
7,031 
2,304 
1,579 

1,788,605 

206,099 

150,449 

64,331 

2-46 
213 
3-08 
2-63 

•04 
•08 
•05 
•07 

250 
221 
313 
2  70 

United      ") 
Kins-dom  \ 

4,053,108 

2,166,575 

42,909 

2.209,484 

2-46 

•05 

2-51 

1914.     Men. 

England  ... 
Scotland  ... 
[reland     .. 
Wales       ... 

7,537,794  ^  3,944,065 

1,033,276       507,233 

474,541       253,809 

579,918       378,629 

956,917    115,958 

141,309      17,443 

73,139        3,367 

84,974        9,650 

5,016,940 
668,985 
330,315 
473,253 

2-41 
2-26 
2-46 
3-38 

■58 
•64 
•71 
•76 

•07 
•08 

•03 
•09 

3^06 
2  ■98 
3^20 
423 

United      ") 
Kincrdom  C 

9,625,562 

5,083,736 

1,259,339    146,418   6,489,493 

2  43 

•60 

•07 

310 

1914.      Women. 

England  ... 
Scotland  ... 
[veland    ... 
Wales 

3,336,285 
446,337 
231,291 
117,912 

1,728,104 

210,744 

120,341 

67,547 

177,003      36,222 

17,788        6,775 

13,248        1,177 

2,874        1 ,588 

1,941,329 
235,307 
134,766 

'       72,009 

2-39 
2-17 
239 
2-63 

•24 
•18 
•26 
•11 

•05 

•07 

■02 
•06 

2-68 
2^42 
2-67 
2^80 

L'nited      "> 
Kingdom  ) 

4,131,825 

2,126,736 

210,913      45,762 

2,383,411 

2-37 

•23 

•05 

265 

19  lo.      Men. 

England  ... 
Scotland  ... 
Ireland     ... 
Wales 

*See 

-  Note  - 

•> 

3,631,223 

478,073 
220,193 
318.280 

864,609 

130,318 

65,717 

75,751 

457,384 
69,918 
21,672 
40,948 

4,953,216 
678,309 
307,582 
434,979 

2-21 
213 
213 

2-84 

•53 
•58 
•64 
•68 

■28 
■31 
•21 
•37 

3  02 
302 
2^98 
3  89 

L'uited      V 
Kingdom  \ 

4,647,769 

1,136,395 

589,922 

6,374,086 

222 

•54 

•28 

304 

1915.      JFomen. 

England  ... 
Scotland  ... 
Ireland    .. 
Wales       ... 

*See 
■  Nnte  - 

9 

1,335,994 

170,755 

95.765 

53,659 

15t,318 
11,719 
10,614 

2,852 

198.464'  1,688,776 

34,706'     2l'0,180 

It  1,2 14'     116,.593 

8,343  ,       61,854 

1-84 
1-76 
1-91 

2  09 

■21 

•15 
•21 

•n 

■27 
■36 
■20 
•33 

232 
227 
2  32 
2.53 

United      | 
Kingdom  \ 

.'                        "^ 

1,656,173 

182,.503    251,727 

2,090,403 

1-84 

■20 

•28 

232 

For  Notes,  see  p.  118. 
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Notes. 

1.  In  compiling  the  above  statement  the  figures  sho\\n  by  the  returns 
of  societies  for  the  year  1914  have  been  increased  to  represent  a  full  year's 
experience,  that  benefit  year  having  consisted  of  51  A\eeks  in  most  cases,  iDut  of 
50  weeks  in  some. 

2.  In  respect  of  1913  the  number  of  members  is  taken  as  indicated  by  the 
number  of  contribution  cards  surrendered  for  the  third  and  fourth  Cjuarters. 

For  1914  the  number  of  cards  surrendered  for  the  first  half  of  1914  is 
similarly  taken,  this  supplying  an  approximation  to  the  numbers  "  exposed 
to  risk"  \\hich  is  sufficiently  accurate  for  the  limited  purpose  here  in  view. 
For  1915  the  membership  figures  are  taken  as  being  the  same  as  in  1914. 
This  expedient  probably  under -estimates  the  number  of  fives  at  risk  to  a  verj- 
slight  extent,  and  correspondingly  over-estimates  the  average  expenditure. 
Exact  figures  of  the  number  of  persons  insured  in  1915  are  not  j^et  available. 

3.  The  returns  of  expenditure  are  practically  complete.  As  the  averages 
are  based  on  the  total  membership  arrived  at  as  indicated  above,  appropriate 
additions  have  been  made  to  the  expenditure  figures  to  provide  for  the  few 
cases  in  which  returns  have  not  been  supplied. 

4.  Certain  adjustments  have  been  necessitated  by  the  withdrawals  from 
ordinarj'  insurance  of  the  men  A^ho  have  joined  the  naval  and  militarj'  forces. 
In  these  cases  the  right  to  sickness  and  disablement  benefits  has  been  suspended 
for  the  time  being,  but  in  lieu  thereof  an  allowance  of  equivalent  value  has  been 
included  in  the  reduction  of  contributions  by  Ad.  a  week  which  is  made  in  the 
case  of  men  serving  with  the  forces.  Due  attention  has  been  paid  to  this  point 
in  summarizing  the  expenditure  and  calculating  the  weekl_y  average. 

5.  The  payments  have  been  siniilarlj"  adjusted  to  give  effect  to  the  sums 
allowed  as  reduction  of  contributions  in  heu  of  sickness  benefit  to  insured 
persons  subject  to  the  conditions  of  Sections  47,  48  and  53. 

6.  It  should  be  carefully  noted,  in  connection  \\  ith  any  comparisons 
which  may  be  made,  on  the  basis  of  these  tables,  bet\\cen  the  experiences 
of  different  parts  of  the  United  Kingdom  that,  as  regards  women,  a  substantial 
difference  arises  from  the  varying  proportions  in  which  married  women  (whose 
claims  are  relativeh*  heavy)  enter  into  the  total.  Thus  in  England  the  married 
women  are  estimated  to  be  16  per-cent  of  the  total  number  of  insured  women, 
and  in  Ireland  about  10  per-cent  ;  in  Scotland  the  married  women  are  under 
7  per-cent  of  the  total  and  in  Wales  are  6  per-cent.  From  a  superficial  exam- 
ination of  the  tables  it  might  be  concluded,  for  example,  that  the  cost  of  women's 
sickness  benefit  in  Scotland  in  the  year  1915  was  generally  about  5  per-cent 
below  the  corresponding  cost  in  England  ;  but  no  such  difference  appears 
when  the  claims  of  married  and  unmarried  women  are  separated.  In  respect 
of  both  men  and  women  the  possibility  that  the  claims  may  be  afiiected  to  some 
extent  bj-  differences  of  age  distribution  should  also  be  kept  in  view  in  comparing 
sectional  experiences. 


LEGAL   NOTES. 
By  William  Charles  Sharman,  F.I. A.,  Barrister-at-Laif. 

Validity  of  an  -LHE  Validity  of  an  assignment  of  a  policy  of 
m"|iSucy.'°^*  assurance,  the  assignment  being  conditional  on  the 
assignee  surviving  the  assignor,  was  raised  in  an 
originating  summons  heard  by  Astbury,  J.  The  case  is  In  re 
Williams,  Williams  v.  Ball  and  is  reported  (1916)  W.N.  250. 

The  facts  are  as  follows  :  A  testator  effected  in  1913  a 
policy  of  assurance  on  his  life,  and  handed  it  over  to  the 
defendant,  who  was  his  housekeeper,  telling  her  it  was  for  her 
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to  put  by  ;  subsequently  she  told  him  she  could  not  receive 
the  poUcy  moneys,  and  he  then  endorsed  the  policy  as  follows  : 
"  I  authorize  Ada  Maud  Ball,  my  housekeeper,  and  no  other 
'■  person,  to  draw  this  insurance  in  the  event  of  my  predeceasing 
'■  her,  this  being  my  sole  desire  and  intention  at  the  time  o£ 
"taking  this  policy  out.  And  this  is  my  signature";  he  then 
signed  his  name  over  a  penny  stamp.  No  notice  of  such 
attempted  assignment  was  given  to  the  insurance  company, 
but  it  was  admitted  that  notice  could  be  given  at  any  time. 
The  assignor  died  on  16  February  1916,  having  by  his  will 
appointed  the  plaintiff  his  executrix  and  made  certain 
dispositions  of  his  property.  On  10  April  1916,  the  plaintiff 
issued  this  summons  to  determine  {inter  alia)  whether  the  policy 
was  validly  assigned. 

By  Section  25,  sub-section  6,  of  the  Judicature  Act,  1873, 
any  absolute  assignment  (not  purporting  to  be  by  way  of  charge 
only)  by  an  assignor  of  a  debt  or  chose  in  action  was  made 
sufficient  to  transfer  the  legal  right.  By  the  Policies  of  Assurance 
Act,  1867,  assignees  of  fife  pohcies  were  enabled  to  sue  in  their 
own  names,  but  the  assignment  was  to  be  in  the  words  or  to  the 
effect  of  the  form  in  the  schedule.  This  form  includes  the 
words  "  in  consideration  of." 

Astbury,  J.,  held  that  this  was  not  a  valid  assignment,  there 
being  no  present  words  of  gift,  and  the  transfer  being  conditional 
on  the  defendant  surviving  the  testator ;  and  further  that  no 
consideration  was  given  or  expressed  to  be  given  ;  and,  therefore, 
on  these  grounds,  no  right  of  action  passed  under  the  Policies 
of  Assurance  Act,  1867,  or  under  Section  25,  sub-section  (6), 
of  the  Judicature  Act.  1873.  The  endorsement  of  the  policy 
only  amounted  to  an  equitable  attempt  by  the  testator  to  make 
an  informal  gift  in  his  lifetime,  and,  there  being  no  considera- 
tion, it  was  not  operative  against  his  estate. 


In  the  case  of  In  re  Castle,  Nesbitt  v.  Baugh  {Law 
Beqnestofiife     Titiies,  13  Mav  1916)  the  sole  executor  of  a  will  asked 

annuity.    Basis  '  -  ' 

clpft^%aiue°°'  whether  upon  the  true  construction  of  the  will  the 
defendant  was  entitled  to  the  capital  value  of  the 
life  annuity  given  to  her  by  the  will  according  to  the  Govern- 
ment rates  or  the  rates  given  by  an  insurance  company.  By  the 
will  dated  19  October  1913,  an  annuity  for  £250  free  of  legacy  duty, 
was  bequeathed  to  the  defendant  for  her  fife,  and  the  defendant 
electing  to  take  the  capital  value  of  the  annuity,  which  by  law 

K  2 
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she  was  entitled  to  do  {J. I. A.,  vol.  xli,  p.  427),  claimed  payment  of 
the  value  at  the  date  of  the  testator's  death,  i.e.,  11  May  1914, 
she  being  then  of  the  age  of  34  years.  According  to  information 
from  the  National  Debt  Office,  the  cost  in  1915  of  an 
annuity  on  the  life  of  a  female  aged  35  last  birthday  was 
£4,603  5s.  lid.,  the  corresponding  figure  in  1914,  when  the 
price  of  Consols  was  much  higher,  being  £5,203  lis.  2d.  On  the 
basis  of  the  rates  of  a  Life  Assurance  Company  whose  rates 
had  been  unaltered  since  the  date  of  testator's  death,  the  cost 
would  have  been  £4,412  IDs.  at  the  date  of  the  testator's  death, 
and  £4,365  in  1915. 

It  appeared  that  the  Government  rates  for  single  life  annuities 
under  Statutes  10  Geo.  4  c.  24.  and  51  and  52  Vict.  c.  15  were  in 
some  cases  less  and  in  others  greater  than  these  given  in  the 
annuity  tables  of  insurance  companies. 

Eve,  J.,  held  that  according  to  the  rule  in  these  cases  the 
annuitant  was  entitled  to  the  sum  which  at  the  testator's  death 
would  have  purchased  a  Government  annuity  of  £250  for  her  life 
with  interest  thereon  at  4  per-cent. 


The  decision  of  the  Divisional  Court  in  the  case  of 
muSiV^'a  Hiujhes  V.  Liverpool  Victoria  Legal  Friendly  Society, 
want  of  insurable  ^Yhicll  dcals  w^th  au  applicatiou  for  the  return  of 

interest?  '-  ^    ^ 

premiums  on  a  policy  void  for  want  of  insurable 
interest  and  which  was  mentioned  in  these  Notes  {J. LA.,  vol.  1, 
p.  39)  has  now  been  reversed  by  the  Court  of  Appeal.  The  case 
is  reported  T.L.K. 

It  will  be  remembered  that  Scrutton,  J.,  in  the  Divisional 
Court  held  that  the  Court  ought  not  to  enforce  a  claim  for  return 
of  premiums  even  though  obtained  by  fraud  now  that  the  issue 
of  policies  on  a  life  in  uhich  the  insurer  has  no  insurable  interest 
is  penalised  by  statute. 

The  Court  of  Appeal  held,  however,  that  if  an  act  is  prohibited 
by  law,  it  makes  no  difference  whether  it  is  prohibited  under  a 
penalty  or  left  as  an  indictable  misdemeanour,  and  that  the 
prohibition  in  14  Geo.  3  c.  48  (The  Gambhng  Act)  was  as  binding 
as  that  of  the  Assurance  Companies  Act,  1909. 

In  giving  judgment  the  Court  reviewed  the  cases  of  British 
Workman's  and  General  Assurance  Co.,  Ltd.,  v.  Cunliffe,  18 
T.L.R.  502  and  Harse  v.  Pearl  Life  Assurance  Co.,  1904,  1  K.B. 
558,  and  while  affirming  that  where  the  parties  were  in  pari 
delicto  no  recovery  could  be  obtained,  were  of  opinion  that  when 
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fraud  is  proved  the  case  cannot  be  considered  as  one  of  jmr 
delictum  and  that  an  innocent  plaintiff  is  entitled  to  recover. 


The  decisions  in  two  cases  recently  reported  in  these 
(£°^rgency        Notcs   havc    now  been   superseded  by  the    Courts 
k^Mrrl^agee"''' (Emergency  Powers)  (No.  2)  Act,  1916. 
in  possession.  ^^^  g^^^  ^^^^^  -^  ^^^^  ^j  Zwiun  v.  KoMata  Reefs 

Gold  Mining  Company,  Ltd.  {J  J. A.,  vol.  xlix,  p.  287),  in  which 
the  Court  of  Appeal  held  that  the  expression  "  mortgagee  in 
possession  "  apphed  equally  to  a  mortgagee  in  possession  of 
personal  property  as  to  one  in  possession  of  realty. 

Section  1,  sub-section  1  (c)  of  the  Act  now  provides  that 
the  expression  "  mortgagee  in  possession  "  shall  not  include  a 
mortgagee  in  possession  of  property  other  than  land  or  some 
interest  in  land,  except  where  the  power  of  sale  had  arisen  and 
notice  of  intended  sale  had  been  given  prior  to  4  August  1914. 

The  second  case  is  that  of  In  re  Farnol  Eades 
(61  Foreclosure.  Irvine  &  Co.,  Ltd.  {J. LA.,  vol.  1,  p.  44),  in  which 
Warrington,  J.,  held  that  the  prohibition  in  the 
Courts  (Emergency  Powers)  Act,  1914,  with  regard  to  foreclosure 
on  a  mortgage  did  not  prevent  a  mortgagee  from  commencing 
proceedings  without  leave  of  Court.  Section  1,  sub-section  1  (b) 
now  extends  the  provision  of  the  principal  Act  to  the  institution 
of  proceedings  for  foreclosure  or  sale  in  lieu  of  foreclosure. 

The  Courts  (Emergency  Powers)  (Amendment)  Act,  1916, 
extends  the  provisions  of  sub-section  1  of  the  principal  Act 
(see  J  .LA.,  vol.  xlviii,  p.  421)  so  far  as  officers  and  men  of 
His  Majesty's  forces  are  concerned,  to  money  due  and  payable 
in  pursuance  of  a  contract  made  before  11  April  1916,  whether 
such  contract  was  made  before  or  after  4  August  1914.  The 
discretionary  powers  of  the  Court  may  also  be  exercised  even 
though  inabihty  to  pay  be  not  caused  by  circumstances 
attributable  to  the  war. 


A  further  restriction  of  the  relief  from  Income  Tax 
liSthe?  ^'"'' "^^' in  respect  of  life  assurance  premiums  given  by  the 
reuefVom         lucomc  Tax  Act,  1853,  has  been  made  by  the  Finance 

income  tax  on  '  '  •' 

premiums.""      Act,  1916.     It  wlll  be  remcmbercd  that  the  Finance 

Act,  1915,  limited  the  relief  given  in  various  directions 

(see  J. LA.,  vol.  xlix,  p.  366)  but  the  increase  in  the  rate  of  tax 

still  made  it  possible  for  insurance  and  annuity  contracts  to  be 
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designed  and  granted  solely  for  the  purpose  of  taking  advantage 
of  the  tax  abatement. 

It  has  therefore  been  enacted  that  rehef  from  tax  in  respect 
of  insurances  and  contracts  for  deferred  annuities  made  after 
22  June  1916  shall  not  bo  given  at  a  greater  rate  than  3s.  in  the  £, 
and  moreover  such  relief  in  respect  of  such  insurances  made  after 
that  date  shall  not  be  given,  except  in  respect  of  premiums  or 
other  payments  payable  on  policies  for  securing  a  capital  sum 
at  death  whether  in  conjunction  with  any  other  benefit  or  not. 
It  is  further  provided  that  no  relief  shall  be  given  in  respect 
of  premiums  payable  during  the  deferred  period  on  any  contract 
of  deferred  assurance  made  after  22  June  1916. 

The  law  as  regards  the  abatement  of  tax  in  respect  of  hfe 
assuranC3  premiums  now  stands  as  follows  : 

The  Hmitation,  with  regard  to  the  maximum  amount  which 
may  be  claimed,,  to  one-sixth  of  total  taxable  income  remains 
unaltered,  except  that  the  right  to  claim  relief  on  the  basis  of 
the  income  for  the  year  ending  April  1914  is  now  given  (see 
J  J. A.,  vol.  1,  p.  46) ;  the  hmitations  introduced  by  the  Finance 
Act,  1915,  restricting  the  amount  of  premiums  in  respect  of 
which  rebate  may  be  claimed  [a)  to  7  per-cent  of  the  actual 
capital  sum  assured  if  the  pohcy  secures  a  capital  sum  payable 
at  death  (whether  in  conjunction  with  other  benefits  or  not), 
or  (6)  to  £100  in  all  if  they  are  payable  for  any  other  benefit,  also 
apply  to  all  contracts  whenever  issued. 

In  addition  to  these  limitations,  pohcies  issued  after  22  June 
1916  are  subject  to  further  regulations  as  follows  : 

No  rebate  will  be  given  unless  the  policy  secure  a  capital 
sum  payable  at  death,  and  if  allowed  such  rebate  will  not  be  at 
a  higher  rate  than  3s.  in  the  £. 

No  rebate  will  be  given  in  respect  of  contracts  for  pure 
endowments  or  deferred  annuities,  or  for  premiums  payable  during 
period  of  deferment  on  deferred  annuities,  provision  being  made  to 
protect  superannuation  or  hond  fide  pension  schemes  for  employees. 

As  regards  super  tax  the  Act  is  made  retrospective,  and  no 
rehef  from  the  tax  can  now  be  claimed  in  respect  of  insurance 
premiums,  it  being  expressly  enacted  that  sub-section  2  (6)  of 
Section  66  of  the  Finance  Act,  1910,  which  gave  the  right  of 
deducting  premiums  before  arriving  at  the  taxable  income, 
is  not  now  operative. 

The  Finance  Act,  1916,  also  deals  with  other  questions  of 
interest  to  life  insurance  officials. 
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Section  27  deals  with  the  additional  income  tax  on  securities 
which  the  Treasury  are  willing  to  purchase  in  connection  with 
the  scheme  for  regulating  the  foreign  exchanges. 

Section  37  defines  the  expression  "  war  insurance  premiums  "  as 
any  additional  premium  paid  in  order  to  extend  an  existing  life 
assurance  to  risks  arising  from  war  or  war  service  abroad,  or  any 
part  of  a  premium  paid  on  a  poHcy  covering  these  risks  which 
appears  to  the  Commissioners  to  be  attributable  to  the  risks. 
Such  payments  are  entitled  to  relief  from  tax  and  are  not  subject 
to  the  hmitations  as  to  one-sixth  of  income,  or  the  limits  of 
7  per-cent  or  one  hundred  pounds  ordinarily  apphcable  to  hfe 
insurance  premiums. 

Section  4-i  (2)  provides  that  income  arising  from  securities 
issued  under  Section  47  of  the  Finance  (No.  2)  Act,  1915  (which 
confers  power  upon  the  Treasury'  to  issue  securities  free  from 
tax),  shall  not  be  liable  to  income  tax  whether  remitted  to  the 
United  Kingdom  or  not,  provided  such  securities  form  part 
of  the  investments  of  the  foreign  life  assurance  fund  of  an 
assurance  company. 


ACTUARIAL     XOTES. 


On  the  determination,  by  means  of  Bond-value  Tables,  of  the 
rate  yielded  by  a  redeemable  bond  when  Income  Tax  is  taken 
into  account. 

[Continued  from  J. I. A.,  vol.  xlix,  p.  369.] 

The  approximate  formula  (6),  which  is  very  convenient 
in  practice,  may  be  obtained  in  the  following  alternative  way, 
leading  also  to  an  approximate  limit  to  the  error  involved  in 
the  formula. 

The  yield  without  allowance  for  tax  being  J,  we  have 

^  =  g-  Kja'  =  g-  Kpi  -  ^JK 

J{l  +  eK)  =  cj-Kln (7) 

"Similarly, 

Jil-t)  =  g{l-t)-K/aJ<'-o=y{l-t)-K/n-KKl-t)e' 

K/n      „.^, 

and  j{l  +  e'K)=g-fJ^^ (8) 
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K/?i 


7 


^     l-t   1  +  6'K 


J        g-YLjn   1+^'K 


■^__iK/(l-^)-l[-l  +  ^K 


^H-K 


Now  6^  varies  slowly^  and  assuming  6  =  0'  the  second  factor 
is  unity,  and  we  have  formula  (6),  namely, 

._ t ^KJ 

^~         l-t'gn-K 

where  it  must  be  remembered  that  K  is  negative  when  the 
bond  is  bought  at  a  discount. 

By  means  of  (9)  an  approximate  limit  may  be  found  for 
the  error  involved  in  formula  (6).     We  have 

17"  Jfi 

From  formula  (6)  Ave  have  approximately 

J  _./(l  _^)=J_(1_^)J  +  tKJ/(gn-K),  nearly 

=  a[l+K/((/n-K)] 

-n     TL^-n^  "      from  (7) 

=  tgl{l  +  eK) 
.-.  from  (10) 

1  +  6'K  _  tKg  dd 

l+d''K~    '^  {\+dK){l  +  e'K' d.} 

or  putting  the  near  value,  "6  for  6  and  6' 

fKa        dd  , 

^+rTi^'c?j^"'"'^^'- 

Hence  from  (9)  the  error  is  approximately 
t:Kg       jdd 


1  +  1-2K      dJ 

Now  it  will    be  found   (see   Table    appended)^  that    for 

*  Cf.  the  algebraical  value  obtainable  from  equation  (18)  T.S.,  Part  II,  p.  -433, 
in  which  J  must  be  substituted  for  x  and  n  for  t. 
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practical  rates  and  periods  J-jj  niay  be  regarded  as  a  function 

of  (/iJ) ;  also  that  it  never  exceeds  -^,  wliicli  is  a  fairly  close 

approximation  when  n  is  not  great,  nor  exceeds  a  numerical 

value  of  about  --. .     Hence  the  error  is 
b 

<  ,  .,,    '  ,    .,,   ,  approximatelv 
12(1  +  1  2kj      ^  ^ 


and 


tKg 


6(1  +  1-2K) 

the  first  expression  giving  the  closer  limit  if  ni  <2. 

Applying-  the  former  expression  to  the  second  example 
given,  J. I. A.,  vol.  xlix,  pp.  368-9,  we  find  that  the  limit  of 
error  in  that  case  is 


■lx-236x-07x20x-051 


=  •00011  or  -Oil  per-cent. 


12x1-28 

the  actual  error  being  "010  per-cent.  The  error  may,  how- 
ever, be  much  larger  if  a  high  value  of  K  be  combined  with 
a  high  rate  of  interest,  a  high  rate  of  tax  and  a  long  term,, 
in  which  case,  however,  a  high  degree  of  accuracy  is 
impracticable,  even  with  an  "  exacf  formula,  owing-  to  the 
impossibility  of  forecasting  an  average  value  of  t,  the  rate 
of  tax. 


G.  J.  L. 


Showing  Hip,  values  of  F 


Table 
a.)  J 


»J 

hJ/12 

J  = 

•03 

J  = 

•04 

J  = 

■06 

n 

F 

" 

1' 

n 

F 

•30 

-025 

10 

•024 

•40 

•03.S 

10 

■032 

•60 

•050 

20 

•048 

15 

■047 

10 

•046 

•80 

•067 

20 

•062 

•90 

•075 

30 

•070 

15 

•068 

1^20 

•100 

40 

•091 

30 

•090 

20 

•088 

1-50 

•125 

50 

•109 

25 

•106 

1-60 

•133 

40 

•114 

1-80 

•150 

60 

•125 

45 

•124 

30 

•122 

2-00 

•167 

... 

50 

•134 

2-40 

•200 

80 

•150 

60 

■149 

40 

•146 

3-00 

■250 

100 

•165 

75 

•163 

50 

•162 

3-60 

•300 

120 

■171 

90 

•170 

60 

•168 

4-20 

•350 

140 

■171 

105 

•170 

70 

•168 
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Ordinary  and  Osculatory  Interpolation. 

IN  comparisons  of  the  ordinary  and  the  osculatory  methods  of 
interpolation  a  single  ordinary  formula  is  always  used  for  all 
the  values  to  be  interpolated  between  a  pair  of  given  values. 
This  is  not  necessary,  and  does  not  do  justice  to  the  possibilities 
of  the  ordinary  method.  There  is  nothing  in  the  principles  of 
interpolation  requiring  that  each  space  should  be  dealt  with 
separately  as  if  the  values  to  be  inserted  in  it  were  not  connected 
with  those  inserted  in  the  neighbouring  spaces.  In  practice, 
if  it  is  necessary  to  complete  a  table  of  rates  of  which  every  fifth 
or  tenth  value  has  been  calculated,  a  course  sometimes  adopted, 
if  the  differences  are  too  large  for  the  spaces  to  be  filled  up  by 
inspection,  is  to  insert  one  or  two  values  in  each  space  by  inter- 
polation, and  then  to  fill  up  the  intervals  suitably  with  reference 
to  the  neighbouring  values — calculated  and  interpolated — on 
both  sides.  The  object  of  this  Note  is  to  consider  the  systematic 
application  of  this  process. 

Suppose  that  the  given  values  are  .  .  .  ii_^,  Uo,  Uo  •  •  •  ,  ^^^'^ 
that  it  is  required  to  insert  4  values  at  equal  intervals  between 
each  pair.  Then,  if  the  differences  of  the  given  values  are  such 
as  to  admit  of  interpolation  by  differences,  we  may,  among 
various  possible  courses  : 

(i)  interpolate  u_i,  Ui  from  u_xo  .  .  .  U\o,  and  u^,  Ug 
from  it_5  .  .  .  Ui5,  by  fourth  differences,  and  then 
insert  11.2,  113  by  interpolation  between  m_i,  Uq,  Ui 
and  1(4,  ((5,  v,,; 

or  (ii)  interpolate  u_s,  «_2  from  ;(_io  .  .  •  u^,  and  Uo,  W3 
from  u_s  •  •  •  "loj  by  third  differences,  and  then 
insert  it_i,  Ui  by  interpolation  between  t(_3,  «_2, 
^lo,  «2  and  ^3; 

or  (iii)  if  the  retention  of  the  given  values  is  not  material, 

interpolate  k_3,  »_2,  &c.,  as  in  (ii),  and  then  insert 
u_i,  Uo,  Ui  by  interpolation  between  u_3,  it_2  and 
Vn,  7/;,. 

The  first  of  these  processes  is  closely  analogous  to  the  fifth 
difference  osculatory  method,  the  only  difference  being  that 
in  the  latter  we  determine  it-e,  Uq,  U5-0  and  u^+e  (where  6  is 
indefinitely  small)  from  the  given  values,  and  then  insert  Ui, 
u<i,  (^3,  «4  by  interpolation  between  u^e,  uq,  Ug,  and  7(5-0,  U5,Ur,^Q. 
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The  second  process  is  similarly  analogous  to  the  osculatoiy 
process  represented  by  the  formula 

.%--,       X ix-  —  1 )         tc- [ox-  —  2#)  , 

".r  =  ?'o  +  XXIq  +  7y  />o  H g Co  -| ^ ofo 

which  o-ives  the  values  of  ii  between  u_i  and  ?fi  on  the  basis 
of  the  successive  partial  interpolation  curves  meeting  and  having 
the  same  slope  in  the  middles  of  the  spaces  to  be  filled  up. 

The  relative  accuracy  of  these  interpolation  processes  and  the 
osculatoiy  processes  will  depend  to  some  extent,  in  any  particular 
case,  on  the  nature  of  the  differences  of  the  given  values  ;  but  it 
would  appear  that  in  general  (i)  will  be  slightly  less  accurate 
than  the  fifth  difference  osculatory  process,  since  the  latter 
takes  accomit  of  the  fifth  difference— although  to  a  very  small 
extent — in  the  values  it  assigns  to  «_,,  Ui,  and  that  (ii)  will 
be  more  accurate  than  the  third  difference  osculatory  process, 
since  the  interpolated  values  of  u^,  u^  (based  on  the  same 
original  values  as  the  zfa,  ^(3  given  by  the  osculatory  formula) 
are  correct  to  third  differences.  Taking,  as  an  example,  the 
Text-Book  values  of  q  for  ages  45  to  50,  as  obtained  to  six  places 
from  the  table  of  log  /)  on  p.  88),  we  fhid  that  (i)  and  the  corre- 
sponding osculatory  process  both  give  the  intervening  values 
correctly  to  the  sixth  place.  The  results  given  by  (ii)  and  the 
third  difference  osculatorv  formula  are  as  follows  : 


Age 

True  Value 

voi„a  ^^^  /ii\        '   Third  Difference    ; 
Value  by  (n)        ^    Osculatory  Value  1 

46 
47 

48 
49 

•012818 
•013451 
•014144 
•014903 

■012817                   -012825 
•013448                   -013452 
•014141                   -014136 
-014902                  -U14892         , 

The  question  of  accuracy  is,  however,  less  material  to  the 
present  investigation  than  that  of  smoothness,  for  the  osculatory 
method  was  devised  to  smooth  away  the  irregularities  resulting 
from  ordinary  interpolation.  In  the  osculatory  process  the 
successive  partial  interpolation  curves  have  single  or  double 
contact  at  their  points  of  junction,  that  is  to  say,  they  have 
two  or  three  coincident  points  in  common.  In  the  suggested 
ordinary  interpolation  processes  they  overlap,  having  two  or 
three  points  of  the  interpolated  curve  in  common,  and  we  have 
to  see  whether  this  has  a  similar  effect  in  producing  smoothness. 
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For  purposes  of  comparison  we  may  take  a  section  of  the  q 
column  of  the  Enghsh  Life  Table  No.  8.  It  will  be  sufficient  to 
take  the  third  difference  osculatory  values  as  a  standard,  since 
it  appears  from  Mr.  King's  investigations  {J. I. A.,  vol.  xliii,  p.  136) 
that  there  is  little  to  choose  as  regards  smoothness  between  the 
third  and  fifth  difference  values.  As  colog  p  throughout  the 
greater  part  of  the  table  must  be  approximately  of  the  form 
a  +  bc^',  it  is  possible  that  the  best  results  might  be  obtained  by 
using'  log(colog'  p  —  a),  with  an  average  value  of  a,  as  a  basis 
of  interpolation  ;  but  the  difference  in  the  results  could  not 
apparently  be  material,  and  as  the  official  values  have  been 
interpolated  from  log  ("l  +  q)  it  will  be  convenient  to  work  with 
that  function.  The  resulting  values  by  the  three  ordinary 
interpolation  processes  and  the  official  values  by  the  third 
difference  osculatory  process,  with  their  second  differences,  are 
shown  in  the  following;  table  : 


By  Overlapping 

[STERPOLATION 

Bv  OSCILATORY 

Interpolation 

(third  dirterence) 

Age  ■ 

Method  (i) 

Method 

(ii) 

Method  (iii) 

1 

1 

Wa- 

2 

10«A- 

1 

10'' A^ 

1 

1G«A- 

55 

021118 

123 

021116 

119 

021110 

125 

021111 

119  * 

56 

022716 

142 

022716 

129 

022707 

132 

022716 

123 

57 

024437 

141 

024435 

146 

024429 

140 

(124440 

139 

58 

026300 

140 

026283 

165 

026283 

138 

026287 

157 

59 

028304 

144 

028277 

141 

028277 

155 

028273 

177 

60 

030448 

170 

030436 

146 

030409 

172 

030416 

150 

61 

032736 

166 

032736 

177 

032696 

191 

032736 

147 

62 

035194 

210 

035182 

240 

035155 

213 

035206 

210 

63 

037818 

276 

037805 

245 

037805 

277 

037823 

275 

64 

040652 

332 

040668 

320 

040668 

305 

040650 

351 

65 

043762 

338 

043776 

367 

043808 

334 

043752 

363 

66 

047204 

355 

017204 

386 

047253 

369 

047205 

347 

67 

050984 

399 

050999 

373 

051032 

406 

051021 

383 

68 

055119 

454 

055180 

386 

055180 

460 

055184 

421 

69 

059653 

499 

059734 

514 

059734 

480 

059730 

464 

70 

064641 

510 

064674 

578 

064748 

503 

064697 

567 

71 

070128 

569 

070128 

572 

070242 

528 

070128 

605 

72 

076125 

555 

076160 

476 

076239 

555 

076126 

548  ' 

73 

082691 

507 

0827H4 

513 

082764 

508 

082729 

479 

1  74 

089812 

469 

089844 

507 

089844 

508 

089880 

397 

75 

097440 

506 

097437 

501 

097432 

508 

097510 

495 

76 

105537 

550 

105537 

497 

105528 

500 

105537 

615 

77 

114140 

503 

114138 

497 

114132 

491 

114059 

539 

78 

123293 

416 

123236 

536 

1232.36 

405 

123196 

446 

79 

132949 

354 

132831 

354 

132831 

411 

132872 

331 

80 

143021 

400 

142962 

277 

142831 

413 

142994 

293 

81 

153447 

302 

153447 

335 

153242 

416 

153447 

390 

82 

1 

164273 

405 

164209 

559 

164066 

416 

164193 

473 
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From  inspection  of  the  second  dift'ereuces  it  would  appear 
that  the  results  given  by  the  first  and  second  methods  are  little, 
if  at  all,  less  smooth  than  those  given  by  the  osculatory  method, 
and  that  those  given  by  the  third  method — which  involves 
more  graduation — are  appreciably  smoother.  The  efi!ects  of 
the  various  methods  are,  however,  to  some  extent  masked  by 
the  use  of  logarithms,  and  it  may  be  useful  to  consider  another 
example  in  which  the  interpolation  is  based  directly  on  the  given 
values.  For  this  purpose  we  may  take  a  section  of  the  male 
population  table  as  at  the  1911  census.  The  differences  of  the 
populations  in  the  five-year  age-groups  are  of  such  a  nature  that 
the  employment  of  fourth  differences  would  serve  no  useful 
purpose.  The  comparison  in  the  following  table  is  accordingly 
restricted  to  the  results  given  by  methods  (ii)  and  (iii)  ;  in  the 
application  of  the  latter  method  the  populations  at  ages  28, 
29,  33,  34,  &c.,  have  been  interpolated  centrally  from  the  five- 
year  age-groups  instead  of  from  the  "  pivotal  "  values. 


By  Overlapping 

ISTERPOLATIOS 

By  Osculatory 
Interpolation 
(third  dift'erence) 

Age 

Method 

(ii) 

Method  (iii) 

Population 

a" 

Population 

A2 

Population 

A- 

28 

288191 

-224 

288165 

-119 

288165 

-204 

29 

285396 

110 

285376 

171 

285423 

283 

30 

282377 

110 

282468 

223 

282477 

124 

31 

279248 

217 

279389 

274 

279248 

70 

32 

276009 

438 

276087 

327 

275895 

310 

33 

272553 

288 

272511 

719 

272472 

5.52 

34, 

268659 

917 

268608 

694 

268739 

791 

35 

264477 

1109 

263986 

669 

264454 

10.54 

36 

259378 

867 

258670 

646 

259378 

892 

37 

253170 

187 

252685 

620 

253248 

502 

38 

246095 

310 

246054 

131 

246226 

108 

.•i>J 

238833 

+  32 

238803 

48 

238702 

+  283 

in 

231261 

206 

231421 

+  37 

231070 

184 

Al 

223721 

212 

223991 

119 

223721 

—  77 

42 

216387 

50 

216598 

204 

2L6556 

+  71 

-J  3 

2U9265 

49 

209324 

327 

209314 

221 

4t 

202193 

463 

202254 

310. 

202143 

367 

45 

195170 

586 

195511 

295 

195193 

550 

46 

188610 

422 

189078 

279 

188610 

450 

47 

182636 

-  33 

182940 

262 

182577 

178 

48 

177084 

+  153 

177081 

-213 

176994 

-  91 

49 

171499 

-403 

171484 

213 

171589 

365 

50 

166067 

588 

165674 

215 

166093 

540 

51 

160232 

405 

159651 

214 

160232 

361 

52 

153809 

+  149 

153413 

216 

153831 

94 

53 

146981 

-  27 

146961 

+  235 

147069 

+  171 

51- 

140302 

+  389 

140293 

257 

140213 

436 

55 

133596 

544 

133860 

282 

133.528 

510 

!  56 

127279 

439 

127684 

303 

127279 

334 

'  57 

1 

121506 

76 

121790 

327 

121540 

221 
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It  will  be  noticed,  ou  iuspection  of  the  second  differences 
in  cols.  (3)  and  (7),  that  the  waves  which  constitute  a  well-known 
feature  of  the  osculatory  method  are  rather  closely  imitated  by 
method  (ii),  but  their  crests  are  slightly  exaggerated,  their 
troughs  apparently  somewhat  filled  up  and  their  sides  broken 
by  secondary  waves.  It  may  be  questioned,  incidentally, 
whether  these  regular  waves  are  really  much  less  open  to  objection 
than  the  abrupt  changes  of  curvature  produced  by  the  old- 
fashioned  interpolation,  since  both  must  be  equally  unknown 
to  the  true  curve.  The  second  differences  by  method  (iii) 
appear  somewhat  more  normal,  and  the  changes  of  curvature 
— although  rather  abrupt  at  two  points — will  be  found  to  reflect 
exactly  on  a  greatly  reduced  scale  the  changes  in  the  five-year 
age-groups.  Both  methods  (ii)  and  (iii)  involve  a  more  extensive 
range  than  the  third  difference  osculatory  method,  and  conse- 
quently produce  larger  deviations  from  the  populations  in  the 
five-year  age-groups.  This  may  be  a  disadvantage  in  the  particular 
example,  but  it  does  not  affect  the  question  under  consideration. 

The  foregoing  investigation  seems  to  justify  the  view  that 
ordinary  interpolation  suitably  employed  ^\-ill  in  general  give 
as  good  results  as  the  osculatory  method,  and  that  in  some 
cases — especially  when  it  is  desirable  to  work  as  correctly  as 
possible  to  third  differences,  and  at  the  same  time  to  obtain  a 
reasonably  smooth  series  of  values — it  may  be  preferable.  It 
is  perhaps  worth  while,  therefore,  to  indicate  a  simple  method 
of  performing  the  special  interpolations  required  in  the  application 
of  the  suggested  processes. 

If  the  values  w_3,  u_2,  u-2,  «3,  &c.,  are  calculated  by  ordinary 
central  interpolation  we  can  fill  up  the  intervening  spaces  as  shown 
bv  the  following  numerical  illustration  : 


1 

It 

Au 

Differences 
in  A.  P. 

Correction 

209324 

7070 

202254 

1 

6743 

6775-4 

32-2 

195511 

6433 

6480-8 

48-3 

189078 

6138 

6186-2 

48-3 

182940 

5859 

5891-6 

32-2 

177081 

5597 

171484 
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The  first  two  and  the  last  two  numbers  in  col.  (1 )  are  the  calculated 
values,  and  the  first  and  last  numbers  in  the  next  column  are 
their  diflterences.  In  col.  (3)  we  write  down  the  intervening 
differences  in  arithmetical  progression.  The  sum  of  the  numbers 
in  col.  (3) — or  twice  the  sum  of  7,070  and  5,597 — being  25,334, 
whereas  the  sum  of  the  actual  differences  has  to  be  25,173, 
we  distribute  the   excess    in    col.    (4)   in    the    proportion    of 


lU  "^^^  10^ 


,  ,   deducting  these  adjustments    from  the 

numbers  in  col.  (3)  we  insert  in  cols.  (2)  and  (1)  the  actual  differences 
and  the  required  intervening  values.  It  can  easily  be  showii 
that  this  has  the  effect  of  making  the  third  difierences  of 
col.  (1)  constant. 

If  the  values  ?(.,,  Uq,  «i,  u^,  n-^,  u^  have  been  calculated 
and  the  interpolated  values  of  lu,  11-3  are  required,  we  proceed 
as  follows : 


Second 

Adjust- 

Modified 

Corresponding 

u 

All 

A"-i>. 

Diflferennes  • 

Second 

First 

Correction 

in  A.  P.      ' 

ment 

Differences 

Differences 

83209 

5691 

88900 

'  360 
6051 

949.51 

6451 

371-2 

100 

361-2 

6412-2 

38-9 

101402 

6838 

382-4 

150 

367-4 

6779-6 

58-3 

108240 

393-6 

15-0 

378-6 

7197 

7158-2 

38-8 

115437 

7553 

404-8 

10-0 

394-8 

122990 

7969 

416 

130959 

Here  the  first  three  and  the  last  three  numbers  in  col.  (1) 
are  the  calculated  values.  Dealing  with  their  first  differences 
we  proceed  as  in  the  previous  illustration  and  obtain  in  col.  (7) 
the  intervening  differences  on  the  assumption  of  constant  third 
differences  ;  the  sum  of  these  being  20,350,  whereas  the  sum 
of  the  actual  differences  has  to  be  20,486,  we  distribute  the 

2    3  2 

defect  in  col.  (8)  in  the  proportion  of  ;=,  ^  and  _;  adding  these 

adjustments  to  the  numbers  in  col.  (7)  we  obtain  the  actual  first 
differences  and  the  two  intervening  values.  The  effect  of  this 
is  to  make  the  fifth  differences  of  col.  (1)  constant. 
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Finally,  if  the  values  of  ?*_3,  n_2,  xiq,  11-2  and  ^(3  have  been 
calculated,  and  the  values  of  m_,,  it,  are  required,  we  proceed 
as  follows  : 


n 

Am 

First 

Differences 

in  A.  P. 

First 
Correction 

Modified 

First 

Differences 

Second 
Correction 

72853 
77844 
83200 
88900 
94943 
101345 
108150 

4991 
5356 
5700 
6042 
6403 
6805 

5353-8 
5716-6 
6079-4 
6142-2 

18-2 
27-3 
27-3 

18-2 

5335-6 
5689-3 
6052- L 
64240 

20-7 
10-4 
10-4 

20-7 

Here  the  first  and  last  two  numbers  and  the  middle  numbers 
in  col.  (1)  are  the  calculated  values.  Neglecting  the  middle 
numbers  for  a  moment  we  complete  the  diflterences  as  in  the 
first  illustration,  the  results  being  shown  in  col.  (5).  These  would 
be  the  differences  if  the  middle  value  were  abandoned.  The 
retention  of  the  middle  value  makes  the  sum  of  the  first  two 
differences  31-1  too  small,  and  the  sum  of  the  last  two  31-1  too 
great.     Distributing  the  excess  and  defect  in  the  proportions 

2  1 

•of  .;  and  .^,  we  obtain  the  adjustments  in  col.  (6)  and  hence 

O  b 

the  correct  first  differences  and  the  intervening  values. 

With  reference  to  the  statement  in  an  earlier  paragraph 
that  the  populations  at  ages  28, 29,  33,  34,  &c.,  were  interpolated 
centrally  from  the  five-year  age-groups,  it  may  be  useful  to 
mention  that  if  '^zl,n  =  w_i,  ^'■L-jU  =  ic,) ,  &c . ,  the  value  of  iij. 
in  terms  of  the  w's  may  be  written  in  the  Everett  form  : 


2o  2. J 


3750 


3750 


where  ^  is  measured  backwards  from  the  point  5. 

If  n-i  and  u^,  the  middle  values  of  the  20  values  w_;  to  1112 
are  required,  this  gives  the  convenient  relations 


Uo  +  !(3  =  -2  (h-q  +  iCi)  —  -032  (A-ti'_  1  +  A-tfo) 
?<,-?,3=--04Au-o--0032(A-if_,-A-<(-u) 


R.  T. 
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A  General  Method  of  obtaining  Interpolation  Formulas. 

JuET  .  .  .  u^g.  w_(4._ij,  .  .  ,  ifo  •  •  •  U).^s-i}  ih--s .  .  •  be  values 
of  a  function  of  x  corresponding  to  the  values  .  .  .  a_g,  a_(s-if 
.  .  .  0  .  .  .  a,.-s-i,  ch-s,  ...  of  the  variable,  and  let  their 
successive  differences  be  formed  by  Dr.  Sheppard's  method 
(Enc.  Brit.  Interpolation)  as  shown  in  the  following  scheme  : 


A  i(. 


A"u. 


(«-(s-l)-«-s)/(«-(6-l)-«-s) 

(A'wo  -  A'u--i)/h(ai  -  a-i) 


■1)  n-is-i) 

""^        i^h-u-l)/{-a-l) 


(A'^.o-A%-i)/K«.- 


V.,.- 


{u,.g  -  v,.g-j)/{a,-s  -  ar-s-\) 


where,  generally. 


1 


It  will  be  readily  seen  from  the  scheme  that  if  u_s,  '?t_(s_i, 
w,._s_i  are  all  zero 

A''M_.= 


{a,..s—ch-s-i) .  2("'--5~"^)--s-2) 


{ar-s—a^s) 


(a,._s       (tr-s -\J  [(^r-s  —  a,._s-2)  •  •  •   iflr-s — ^-s) 

*  In  usinji  the  symbol  A'  the  writer  of  the  Note  Las  followed  the  late 
Mr.  T.  G.  Aeklancl  (J.I.A.,  vol.  xlix,  p.  369).  This  symbol  has  been  used  for 
other  purposes  (see  e.ff.  Enc.  Brit.,  Calculus  of  Finite  Differences),  but  as  it 
may  be  regarded  as  a  symbol  of  a  general  nature,  denoting  a  difference  but  not 
the  ordinary  difference,  it  is  thought  that  no  confusion  can  arise.  If  a  distinctive 
symbol  were  required,  an  italic  A  might   be  appropriate,  since  these  divided 

differences  in  which  the  divisor  is  -(««+)■  —  ««)  become  the  ordinary  differences 

if  the  intervals  are  made  equal,  and  the  inequality  of  the  sides  of  the  italic 
symbol  would  suggest  the  inequality  of  the  intervals.  The  difference  for  which 
I)r.  Sheppard  uses   the  symbol    V   elsewhere   in  this  issue  is  the   Newtonian 

difference,   in   which   the   divisor   is    (as+r~^s)    instead  of    -(as^  —  ag).      In 

r 

De    Morgan's  Differential   and  Integral   Calculus  this  difference  is   denoted 

by  0,  but  this  symbol  is  now  frequently  used  for  other  purposes  in  connection 

with  Interpolation. — [Eds.  J.I.A.^ 

VOL.  L.  L 
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and,  similarly,  that  if  u^(s-i)  .  .  .  Mr-.«  ^I'e  all  zero 

^i'a_  =. !^ - - 

{a_^s_i—a_s){a_fs-2  —  a'-s')  •  •  •  (a,._.,  — ct.^.) 

It  may  be  observed  also  that  if  u_g  is  of  the  form  kx^' 

^'uo  =  ka[~'^ ;  A'^^l  =  ^-(a!;■~'  +  «i''"-al  +  .  .  .  +  «["');  &c., 

i.e.,  A'  is  of  the  (?•  — l)th  degree  in  a.  Writing  A'it,  and 
A' 11-2  in  the  form  ^^a^a^  and  Sa^a*,  Avhere  0  and  ^  have  all 
values  from  0  to  r  — 1  subject  to  the  condition  6  +  (f)  =  r—l, 
we  see  that  A'u2  — ^'wi  =  ^a*(a^  — a^)  and  hence,  dividing  by 

(as  — ttj),  that  A'2mi  =  1  .  2  .  kSala'^af,  where  6,  (f),  ^jr  have  all 

values  from  0  to  r  —  2  subject  to  the  condition  d  +  (})+'\lr=r  —  2, 
i.e.,  A'-  is  of  the  (7-— 2)th  degree  in  a.  Proceeding  in  this  way, 
we  shall  find  that  each  difference  is  one  degree  lower  in  a 
than  the  preceding  one.  It  follows  that  if  u^.  is  a  rational 
integral  function  of  cv  of  the  7'th  degree  all  differences  above 
the  rth  vanish,  when  the  differences  are  formed  as  above. 


In  interpolating  u^  by  Finite  Differences  from  given 
values  of  u  we  regard  the  w's  as  the  ordinates  of  a  curve 
represented  by  a  rational  integral  function  of  x,  and  we 
take  Uj.  to  be  the  ordinate  at  the  point  x  of  the  curve 
determined  by  the  given  values.  It  follows  that  if  we  base 
our  interpolation  on  r  + 1  it's,  tij;  will  be  a  rational  integral 
function  of  a5  of  a  degree  not  exceeding  r,  for  from  the 
r  +  1  given  values  we  can  determine  r+l  constants ;  and  the 
coefficients  of  the  successive  powers  of  x  will  be  linear 
compounds  of  the  r  -f- 1  given  ti's.  By  rearrangement  of  terms 
Ux  can  be  expressed  as  a  linear  function  of  the  r+l  u's 
with  coefficients  which  will  be  rational  integral  functions 
of  X  of  degree  not  exceeding  r. 

Referring  now  to  the  scheme  given  above,  any  r+l 
consecutive  w's  can  be  expressed  in  terms  of  some  one  of 
them,  Ho  say,  and  of  any  r  successive  differences,  subject  only 
to  each  difference  descending  or  ascending  by  one  step  from 
the  difference  immediately  preceding  it  (or,  as  regards  the 
first  difference,  from  Hq)  and  keeping  within  the  triangle 
formed  by  the  r+l  w's  and  their  differences;  for  each  such 
difference  involves  one  of  the  r  +  1  u's  not  involved  in  preceding 
differences  (as  will  be  obvious  on  inspection  of  the  scheme), 
and   the    r    diffei'ences    expressed    in    terms   of   the  -u's  will 
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consequently  give  r  independent  equations  from  whicli  we 
can  determine  the  «'s  other  than  Uq  as  linear  compounds  of  Uq 
and  the  r  differences. 

Hence  iCx,  if  interpolated  from  7-+1  consecutive  u's  of 
which  Uq  is  one,  can  be  expressed  as  a  linear  function  of  Uq 
and  r  successive  differences  as  above,  and  the  coefficients 
will  be  rational  integral  functions  of  x  of  a  degree  not 
exceeding  r. 

Let  the  r  +  1  w's  be  u_g  .  .  .  u,._s,  so  that  the  last  term  in 
the  expression  for  iCj.  is  AjA'''u_s  where  A,,  is  a  rational 
integral  function  of  ^  of  a  degree  not  exceeding  r.  Since 
A,,  is  independent  of  the  us  we  may,  in  order  to  determine  it, 
assign  any  values  we  please  to  the  u's. 

The  u  involved  in  A'''u_.^  and  not  involved  in  the  preceding 
differences  will  be  u,.-s  or  u^s  according  as  the  preceding 
difference  is  A'''~'h_s  or  A''"~'»_,;s_i  . 

If  the  preceding  difference  is  A'''~'u_s  let  us  assign  to  each 
of  the  u's  from  u_s  to  n,.-s-i  the  value  zero.  Then  in  the 
expression  for  ic,v  all  the  terms  vanish  except  Ay.A.'''u_g ;  and 
(since  tij;  is  the  ordinate  at  the  point  w  of  the  curve 
determined  by  ii_s  .  .  .  w,._,,)  this  must  vanish  when  x  has 
any  of  the  r  values  a_,,  a_(s_i)  .  .  .  a,._s_] ,  and  it  must 
become  «,._,  when  .v  has  the  value  a,.-,.  Hence,  since 
A''M_,.  =  r!  Ur-s/{cir-s  —  a,.-s-\)  •  •  •  («,--«  —  «-«)  wheu  u_s  .  .  . 
«,._«_  1  are  all  zero, 

.    _(a;  — a_.,)  (a-  — a_, .,_!,)  .  .  .  (x  —  a,._s-i) 

Similarly,  if  the  preceding  difference  is  A''"'''m_s_i),  we 
may  assign  the  value  zero  to  each  of  the  w's  from  w _(«_!)  to 
Ur-S}  a-iitl  proceeding  as  before  we  shall  find  that 

.    _(a'  — fl_.^s_i))(^— a_,s_2,)  .  .  .  (a-  — ar-s) 

A, j 

r  ! 

Although  we  have  found  the  coefficient  of  the  last  term 
only  in  the  expression  for  Mj,  as  interpolated  from  r  +  1  u's, 
the  foi-m  of  the  result  is  general.  For  suppose  that  we 
have  to  interpolate  Uj;  from  any  number  of  consecutive  ?t's 
(including  u_s  .  •  .  w,._,,)  and  that  A'^'ic_s  is  one  of  the 
differences  in  the  expression  for  u^;,  so  that  all  the  preceding 
differences  are  Avithin  the  triangle  formed  by  u_s  .  .  .  u,._s 
and  their  differences.  Then,  in  accordance  with  the  principle 
that  any  convenient  values  may  be  assigned  to  the  us  for  the 
purpose  of  determining  tlie  coefficients,  all  the  w's  outside  the 

L  2 
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range  «_«...  u^s  may  be  put  equal  to  the  corresponding 
ordinates  of  the  curve  determined  by  u_s  .  .  .  «»._«.  The 
expression  for  ii^  must  then  become  exactly  the  same  as  if  it 
were  determined  from  ii_s  .  .  .  Ur^s-  It  will  consequently 
become  of  the  rth  degree  in  x,  all  differences  above  the  rth 
will  vanish^  and  the  coefficient  of  A''"u_s  will  be  A,,  as  found 
above. 

Having  shown  that  ii^  can  be  expressed  as  a  linear 
function  of  Uq  and  any  sequence  of  differences,  descending, 
ascending  or  zigzagging,  subject  as  above,  and  having  found 
the  general  form  of  the  coefficient  of  any  difference  in  the 
sequence  according  as  it  is  a  descending  or  an  ascending 
difference,  we  can  write  down  any  formula  of  the  class  under 
consideration. 

Or  we  can  deduce  the  principles  of  formation  enunciated 
by  Dr.  Sheppard  in  the  article  already  referred  to.  These 
principles  form  such  convenient  rules  for  writing  down 
interpolation  formulas  that  it  may  be  useful  to  reproduce 
them  here : 

"  (i)   We  start  with  any  tabulated  value  of  w, 

(ii)  we  pass  to  the  successive  differences  by  steps, 
each  of  which  may  be  either  downwards  or 
upwards,  and 

(iii)  the  new  suffix  which  is  introduced  at  each  step 
determines  the  new  factor  (involving  x)  for  use 
in  the  next  term.'' 

In  order  to  obtain  an  interpolation  formula  in  the 
Everett  form  when  the  intervals  are  unequal  we  must  write 
|=a,— a;,  ai  =  Oi,  a2  =  ai  — fl_i,  &c.,  a_i  =  a,  — a^j  &c.,  so  that 
^  and  the  a's  are  measured  from  Oi  just  as  x  and  the  a's  are 
measured  from  0  but  in  the  reverse  direction.  By  a  method 
similar  to  that  followed  in  the  discussion  of  the  general  case 
we  can  show  that  Hx  may  be  expressed  as  a  linear  function  of 
Uq,  111  and  the  even  differences  A'hi_i,  /^''■^Uo  .  .  .  A'-''w_,., 
A''-^'"»_  i— 1  ■  •  •  }  and  that  the  coefficients  of  the  rth  pair  of 
differences  will  be  rational  integral  functions  of  x  of  degree 
not  exceeding  2r  +  l.  To  determine  the  coefficient  of 
A'^'*?«-,,._i)  (B;.,  say)  we  assign  the  value  zero  to  each  of  the 
u's  from  U-r  to  n,.,  and  we  put  all  the  n's  outside  the  range 
u_r  .  .  .  u,.+i  equal  to  the  corresponding  ordinates  of  the  curve 
determined  by  u_,.  .  .  .  ^ir+i  •  All  the  terms  then  vanish  except 
B,.A'2''it_,,._i  ,  and  this  must  vanish  when  x  has  any  of  the 
values  a_,. .  .  .  a,,  and  must  become  ?<,-+i  when  o:  has  the  value 
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«,.+[.  Hence,  since  A'-''H_,;._ii  =  (2r)  !  «,.+i/(fti-+i  — «r)  •  •  •  • 
(a,.+i  — a_(,.-i;)  when  n^,.  .  .  .  ?i,.  are  all  zei'o, 

_  {.T  —  a_,)  {x  —  a_,r-i))  .  .  .  {x—ar) 
'(2r)  !  (a,+  .-a_,) 

From  considerations  of  symmetry  the  coefficient  of  A'-'u_-,. 
must  be  identically  the  same  function  of  ^  and  the  as. 
Hence 

.K  (a;-a_iXa;-cii)^,,^^ 

ai  2  !  (tta  — a_i) 

This  result  may  of  course  be  obtained  from  the  ordinary 
formula  in  terms  of  2(q,  A'uo,  A'-u_i,  A'^m_i  ...  by  expressing 
each  odd  difference  in  terms  of  the  jDreceding  pair  of  even 
differences. 

R.  T. 

Notes  on  the  Mortality  Exj^ierience  of  Missionaries  of  the 
Wesleyan  Methodist  Missionary  Society. 

JLHE  following  notes  have  been  compiled  from  material 
supplied  by  the  Society,  and  are  published  here  by  permission. 
The  paucity  of  the  data  prevents  the  formation  of  any 
rates  of  mortality,  but  it  is  hoped  that  some  indications 
regarding  the  important  question  of  the  risks  of  foreign 
residence  may  be  gleaned  from  the  figures.  In  this  connection 
it  has  to  be  borne  in  mind  that  the  Society  is  one  of  the 
largest  of  the  British  Missionary  Institutions,  and  that  the 
experience  extends  over  20  years. 

(1)  The  data  consist  of  male  British  lives. 

(2)  The  period  covered  by  the  observations  extends  from 
1  September  1895  to  31  August  1915. 

(3)  Each  case  was  observed  from  1  September  1895  (or 
later  entry  into  the  service)  until  31  August  1915  (or  earlier 
exit) . 

(4)  For  the  particular  purpose  for  which  the  investigation 
was  made  it  was  desired  to  approximate  as  closely  as  possible 
to  the  net  time  spent  upon  the  foreign  field,  and  the  following 
proportions  were  deducted  from  the  gross  total  exposures  in 
each  age  group  on  account  of  furlough : 
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For  West  Africa — one-quarter. 
For  other  stations — one-seventh. 
(These  proportions  were  suggested  by  the  Officers  of  the 
Society.     It  should,  perhaps^  be  added  that  the  data  for  each 
man  comprised  merely  the  year  of  commencement  of  foreign 
service  and  the  year  of  final  cessation  of  such  service.) 

(5)  The  data  were  divided  into  five  broad  groups  upon  a 
geographical  basis  as  follows  : 
India,  Burma,  Ceylon. 
China. 

West  Indies. 
West  Africa. 
South  Africa. 
It  was  not  feasible  to  make  any  further  division. 
The  following  brief  statements  show  where  the  lives  were 
chiefly  concentrated  : 

India,  &c. — In  India,  Burma  and  Ceylon  the  stations  are 
very  widely  spread.  The  chief  districts  not  represented  are  the 
Central  Provinces,  the  Central  Indian  Agencies  and  Eajputana. 
also  outlying  districts  such  as  Kashmir,  Nepal  and  Northern 
Burma. 

China. — The  stations  lie  roughly  along  a  fine  drawn  from 
Hongkong  through  Canton  and  the  Hunan  Province  to  the 
Yangtse  River  Valley  round  Hankow  and  Wuchang. 

West  Indies. — Practically  all  of  the  islands  are  covered 
except  Cuba.  The  section  also  includes  the  eastern  coast  of 
Central  America,  the  Panama  Canal  zone  and  British  Guiana. 

West  Africa. — The  chief  districts  are  Southern  Nigeria,  the 
Gold  Coast  Colony  and  Sierra  Leone.  There  are  also  stations  in 
Ashanti  and  in  Gambia. 

South  Africa. — With  one  exception  the  stations  are  all  south 
of  the  Zambesi  Biver.  They  are  fairly  widely  spread,  the  chief 
concentrations  being  in  the  Transvaal  and  in  Southern  Rhodesia . 
(6)  The  following  summary  gives  the  results  of  the  tabulation 
together  with  the  number  of  deaths  expected  according  to  a 
table  representing  the  mortahty  of  a  similar  class  of  lives  at 
home  and  the  excess  of  the  actual  over  the  expected  deaths. 
This  table  has  not  been  pubhshed,  and  it  was  only  made 
available  to  the  author  by  the  courtesy  of  the  Actuaries  who 
compiled  it.  The  chief  feature  of  the  table  is  the  extremely 
light  mortality,  the  values  of  q^  for  example,  at  ages  30,  50 
and  70  being  practically    40   per-cent    of    those   by  the    0-^^ 
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Experience.  It  is  obvious  that  the  standard  is  a  very  severe 
one — indeed,  for  all  ages  combined,  there  would  appear  to  be 
little  evidence  of  any  extra  mortality  (save,  perhaps,  for  West 
Africa)  if  the  0-*^  Table  be  taken  as  a  basis. 


India,  &c.  (254  cases). 

Chiiui  (67  cases). 

Age 
Group 

*Years  of 
Exposure 

Actual 
Deatlis 

Expected 
Deaths 

A 

*Y'ears  of 
Exposure 

Actual 
Deaths 

Expected 
Deaths 

A 

-24 
25-29 
30-34 
35-39 
40-49 
50-59 
60- 

176 
595 
491 
316 
251 
77 
14 

4 
2 
3 
1 

1 

•4 
1-2 
1-2 
1-0 
11 
•6 
•2 

-•4 
2-8 
•8 
20 
-1 
■4 
-•2 

49 
151 
131 

92 
114 

31 

2 

1 
2 

•1 
•3 
•3 
•3 
'5 
•3 

-1 

-•3 

1-7 

'7 

1-5 

-•3 

^1}      1.-0 

11 

5-7 

5-3 

568 

5 

1-8 

3-2 

J  Vest  Indies  (112  cases). 

Saath  Africa  (llO  cases). 

Age 
Group 

*Years  of 
Exposure 

Actual 
Deatlis 

Expected 
Deaths 

A 

♦Years  of 
Exposure 

Actual 
Deaths 

Expected             ^ 
Deaths 

-24 
25-29 
30-34 
35-39 
40-49 
50-59 
60- 

53 
270 
137 

33 

40 

18 

9 

2 

1 

1 

•1 
•6 
•4 
•1 
•2 
•1 
•2 

-1 
1-4 

■6 
-1 
—  •2 
-1 

•8 

71 

303 

231 

117 

82 

28 

16 

1 

1 

1 

•1 
•6 
•6 
•4 
•4 
•2 
•3 

-•1 

•4 

•4 

-•4 

-•4 

-•2 

•7 

All    ^ 
Ages  3 

560 

4 

1-7 

2-3 

848 

3 

2-6                  -4 

JFest  Africa  (51  cases). 

All  {ex.  J  rest  Africa) 
(543  cases). 

All  (594  cases). 

Age 
Group 

*\  ears  of 
Exposure 

Actual 
Deaths 

Expected 
Deaths 

A 

"Years  of 
Exposure 

Actual 
Deatlis 

Expected 
Deaths 

A 

*Years  of 
Exposure 

Actual 
Deaths 

Expected 
Deaths 

£ 

-24 
25-29 
30-34 
35-39 
40-49 
50-59 
60- 

34 
92 
53 

16 

5 

14 

7 

2 
2 

•1 
•2 
•1 
•1 

•1 
•1 

-1 
1-8 
1-9 

-•1 

-•1 
-1 

349 
1,319 

990 
558 
487 
154 
39 

7 
6 
4 
3 
1 
2 

•7 
2-7 
2-5 
1-8 
22 
1-2 

•7 

-•7 
4-3 
35 
2-2 
•8 

-•2 
1-3 

383 

1,411 

1,043 

574 

492 

168 

46 

9 
8 
4 
3 
1 
2 

•8 
2-9 
2-6 
1-9 
2-2 
1-3 

•8 

6 
5 
2 

1 

All    ) 
Ages) 

221 

4 

•7 

3-3 

3,896 

23 

11-8 

11-2 

4,117 

i 
27         12-5 

14 

*  N.B. — See  (4)  re  deduction  made  for  furlough.     These  figures  are  net. 
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(7)  It  may  be  of  interest  to  add  that  it  was  found  possible 
to  trace  the  history  of  those  who  returned  from  the  mission  field 
and  that  their  experience  to  31  August  1915  appears  strongly 
to  indicate  that  no  excessive  mortality  occurs  after  such  return. 
The  men  enter,  with  hardly  an  exception,  the  ministry  of  the 
Wesleyan  Methodist  Church  in  this  comitry,  and  so  can  be  traced. 
The  few  who  do  not  enter  the  home  ministry'  are,  of  course, 
hard  to  locate,  and  in  the  present  instance  it  was  thought 
sufficient  to  enquire  of  the  Missionary  Authorities  as  to  the 
reasons  for  their  leaving  the  foreign  field.  Only  in  one  case 
was  ill-health  the  cause,  and  the  man  afiected  died  soon  after 
exit.  His  death  has  been  taken  into  accomit  in  arriving  at 
the  conclusion  above-mentioned. 

(8)  It  is  important  to  add  that  the  Society  not  only  exercises 
the  greatest  care  in  selecting  its  candidates,  but  that  it  also  insists 
upon  the  observance,  during  residence  abroad,  of  certain  rules 
regarding  health.  Moreover,  the  men  come  frequently  before  the 
doctor  in  connection  with  furlough,  &c.  It  is,  therefore,  safe  to 
say  that  the  lives  in  question  are  of  a  particularly  select  class. 

(9)  The  nmnber  of  missionaries  employed  by  the  Society 
increased  very  considerably  during  the  period.  It  would  doubt- 
less have  been  interesting  to  have  an  analysis  of  the  experience 
according  to  years  of  service,  but  it  is  thought  that  such  an 
analysis  would  not  be  of  much  value  in  this  case,  owing  to  the 
frequent  periods  of  furlough  with  consequent  re-examination. 
Accordingly  the  question  has  not  been  investigated. 

(10)  It  must  remain  a  matter  for  sincere  regret  that  the 
figures  are  so  very  scanty.  Taken  by  themselves  they  can  only 
be  regarded  as  indicative  of  general  tendencies.  If,  however, 
it  were  possible  to  secure  returns  from  similar  societies  for  the 
same  period  the  combined  data  might  yield  important  results.  In 
order  that  no  chance  of  achieving  this  end  may  be  lost,  the  data 
for  the  Wesleyan  Methodist  3Iissionar}^  Society  are  now  placed 
upon  record.  ^    q    g 
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Boyal  Commission  on  Venereal  Diseases.     Final  Report  [Cd.  8189]. 
Minutes  of  Evidence,   cfcc.  [Cd.  7474  and  8189.] 

Ax  actuary  is  interested  in  the  study  of  disease  because  it  afiects 
the  health,  longe\nty  and  fertility  of  the  community,  and  if  he  had 
to  examine  the  effect  of  a  particular  disease  he  would  endeavour 
to  obtain  data  from  which  he  could  ascertain  the  proportion  of 
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the  general  population  suffering  from  the  disease,  the  proportion 
of  the  general  population  that  has  suffered  from  it,  and  the  mortality 
and  sickness  experienced  subsequent  to  the  disease  and  the  number 
of  children  born  to  diseased  members  and  the  health  of  the  children. 
The  investigation  would  be  made  for  small  groups  of  ages,  and  for 
either  sex,  and  would  divide  the  data  to  show  whether  occupation, 
social  status  or  residence  was  an  important  factor  ;  the  results  in 
every  investigation  would  be  shown  side  by  side  with  corresponding 
figures  for  the  general  population.  The  investigations  would  be 
made  over  a  number  of  years,  and  would,  therefore,  show  whether 
the  disease  is  increasing.  It  is  clear  that  with  such  information 
we  should  have  full  knowledge  of  the  prevalence  and  effects  of  a 
disease,  and  if  samples  of  the  diseased  population  are  given  different 
treatment  we  could  even  measure  the  success  of  the  various  attempts 
to  cure  the  disease.  Unfortunately,  however,  suitable  data  can 
seldom  be  found  :  they  do  not  exist  in  our  population  statistics, 
and  there  is  gi-eat  difficulty  in  obtaining  smaller  samples  of  the 
general  population  suitable  for  the  purpose,  so  that  we  are  tempted 
to  lose  sight  of  the  real  problem,  or  at  the  best  treat  it  as  an  ideal 
impossible  to  attain.  This  may  be  an  excuse  for  many  weak 
investigations,  but  however  bad  our  data  we  must  bear  in  mind 
what  we  ought  to  require  to  the  extent  of  remembering  that  the 
effects  of  a  disease  are  not  measured  by  the  "  possible  effects  "  in 
a  few  cases,  but  by  (1)  the  average  amount  of  sickness  of  all  kinds 
that  is  subsequently  suffered  by  the  "  diseased  ",  and  (2)  the  rates 
of  mortality*  of  the  "  diseased",  ascertained  both  as  regards  sickness 
and  mortality  year  by  year  or  at  shorter  intervals  subsequent  to 
the  onset  of  the  disease  and  compared  with  the  corresponding  sickness 
and  mortality  of  the  rest  of  the  community. 

These  preliminary  remarks  give  an  indication  of  the  t^'pe  of 
work  for  which  we  have  to  look,  and  we  may  find  examples  for 
consideration  in  the  recent  report  of  the  Royal  Commission  on 
Venereal  Diseases.  The  report  begins  with  an  account  of  the 
diseases,  s\'phihs,  gonorrha'a  and  soft  chancre,  but  the  last -mentioned 
is  not  much  discussed  in  the  Report,  and  needs  no  direct  attention 
here.  Sj'philis  may  be  congenital,  or  may  be  acquired  by  direct 
or  indirect  contagion  ;  after  the  primary  and  secondary  lesions, 
which  may  disappear  even  without  treatment,  a  tertiary  stage  is 
reached  sometimes  after  the  lapse  of  many  years,  and  the  lesions 
do  not  then  tend  to  spontaneous  healing.  Subsecj^uently  remote 
effects  follow,  and  the  patient  may  suffer  from  nervous  affections 
(locomotor  ataxy  and  general  paralysis  of  the  insane),  epilepsy, 
optic  atrophy,  arterial  diseases,  &c.  The  usual  treatment  was 
formerly  with  mercury,  but  more  recently  the  arseno-benzol  com- 
pounds {e.g.,  Ehrhch's  Salvarsan)  have  been  used.  It  is  clear  that 
with  a  disease  that  may  remain  apparently  quiescent  for  many  years 
it  would  be  useful  to  have  some  test  for  finding  out  whether  a  person 
has  had  the  disease,  and  a  bio-chemical  blood  test  (Wassermanu 

*  "  Rate  of  mortality  "  is  used  in  the  sense  of  "  probability  of  death  within  ;i 
year  at  a  particular  age  ",  not  in  the  sense  of  the  "  death  rate  of  the  total 
population";  the  latter  is  almost  useless. 
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reaction)  has  proved  to  be  of  value  in  this  respect.  Syphilis  is  a 
frequent  cause  of  antenatal  death,  miscarriage  and  still-birth  : 
congenital  syphilis*  shows  itself  a  few  weeks  after  birth,  and  the 
early  manifestations  have  usually  run  their  course  in  a  year  if  the 
child  survives  ;  later  manifestations  are  peculiarly  shaped  teeth, 
forms  of  eye  and  ear  trouble,  meningitis,  hydrocephalus,  &c. 

Gonorrhoea,  if  not  properly  treated,  may  develop  into  a  chronic 
form,  or  remain  quiescent  and  subsequently  take  a  gravely  injurious 
active  form.  It  may  lead  to  stricture,  various  kidney  troubles, 
rheumatism,  ophthalmia,  &c.     It  is  a  frecjuent  cause  of  sterility. 

The  descriptions  of  the  diseases  and  the  troubles  they  carry  in 
their  train  suggest  many  interesting  statistical  inquiries.  AVe  want 
to  know  how  many  of  the  people  infected  suffer  from  the  various 
after  complaints,  whether  owing  to  weakened  constitutions  they 
succumb  more  readily  to  tuberculosis  and  other  apparently 
unconnected  diseases,  what  proportion  of  the  infected  escape  all 
after-effects,  either  with  or  without  treatment,  and  whether,  if 
properly  treated,  the  patient  becomes  as  healthy  as  if  he  had  never 
had  the  disease.  We  want  to  know  whether  it  is  mere  chance 
that  one  group  of  svphilitics  develops  general  paralysis,  another 
tabes,  while  a  third  escapes,  or  do  other  factors  come  into  the  account 
{e.g.,  heredity)  ;  what  proportions  of  still-births,  early  deaths,  &c., 
are  due  to  syphilis  :  and  we  may  also  ask  how  many  of  the  deaths 
from  locomotor  ataxy,  general  paralysis,  etc.,  are  due  to,  or  rather 
follow,  syphiUs  ;  which  treatment  is  most  successful,  and  whether 
any  treatment  leaves  permanent  ill  effects,  and  we  may  add  "  To 
what  extent  is  the  "Wassermann  reaction  a  perfect  test  ?  " 

These  problems  may  sound  at  first  medical  rather  than  statistical ; 
but  the  solution  of  each  one  is  only  obtained  by  interpreting  the 
counting  of  cases,  and  investigating  rates  of  sickness  and  mortahty. 
The  doctor  must  decide  certain  of  the  preliminary  facts,  afterwards 
the  problem  is  statistical. 

We  may  now  turn  to  the  statistics  considered  by  the  Commissioners 
and  see  how  far  they  have  been  of  use  in  giving  the  definite  information 
that  everyone  interested  in  the  subject  desires  to  have.  The  official 
statistics  furnished  by  the  Eegistrar-General  admittedly  cannot  give 
any  direct  measure  of  the  prevalence  of  a  disease,  but  an  attempt 
is  made  to  draw  conclusions  with  regard  to  s}-philis  from  an 
examination  of  the  deaths  due  to  the  diseases  that  follow  it.  The 
deaths  recorded  in  England  and  Wales  from  syphilis,  general 
paralysis,  locomotor  ataxy  and  aneurysm  amount  in  all  to  about 
5,600  per  annum,  or  160  per  million  of  the  population  ;  but  Dr. 
Stevenson,  who  presented  the  Eegistrar-General's  figures,  does  not 
regard  this  as  a  satisfactory  test  of  the  deaths  really  due  to  the 
disease  ;  on  the  one  hand,  while  we  may  admit  that  nearly  all  the 
deaths  from  locomotor  ataxy,  etc.,  follow  syphihs,  there  is  a  residue 
in  which  evidence  is  lacking,  and  on  the  other  hand  some  other 
results  of  sj-phiUs  may  be  ignored  and  many  deaths  in  early  life 

*  The  Commissioners  also  make  iise  of  tlie  term  "  hereditary  syphilis."  This 
is  open  to  criticism  ;  it  is  generally  held  that  the  syphilis  arises  from  infection 
before  birth. 
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returned  as  "  congenital  debility "  are  the  result  of  "  congenital 
svphilis."  Dr.  Stevenson  also  holds  that  there  is  considerable 
false  certification,  but  this  point  we  can  leave  for  the  present,  and 
discuss  when  we  deal  with  the  recommendations  of  the  Committee. 
We  agree  with  Dr.  Stevenson  that  the  statistics  are  of  little  use  as 
they  stand,  and  we  may  go  further  and  say  that  we  fail  to  see  how 
any  useful  estimate  can  be  made  of  the  prevalence  or  increase  of 
such  diseases  by  the  study  of  deaths,  although,  possibly,  we  might, 
after  investigating  age  distribution,  be  able  to  say  whether  the  deaths 
due  to  the  disease  have  increased.  In  our  view  it  is  not  in  any  way 
a  Cjuestion  of  inaccuracy  of  returns  ;  it  is  the  impossibility  of  working 
backtt-ards  from  the  deaths  in  an  attempt  to  study  the  statistics  of 
disease  A  which  may  have  preceded  disease  B  which  was  the  "  cause  of 
death."  Dr.  Stevenson  feels  apparently  that  the  statistics  may  be 
utilised  to  indicate  the  distribution  of  the  disease  among  occupations 
or  districts.  We  regard  the  former  as  useless,  on  the  general  groimds 
that  occupation  mortahty  cannot  be  obtained  satisfactorily  from  the 
Eegistrar-General's  figures  for  the  reasons  with  which  actuaries  are 
familiar  (see  J.  I.  A.,  vol.  xliii,  pp.  230-5) ;  the  drift  of  the  inefiicient, 
the  absurdity  of  the  "  clerk  "  class,  and  the  weeding  out  of  the 
"  sick  "  from  certain  occupations,  are  amongst  the  many  reasons. 
Apart,  however,  from  such  considerations,  we  are  disinclined  to  think 
that  unsatisfactory  data  become  satisfactory  on  sub-division.  We 
cannot,  therefore,  admit  Dr.  Stevenson's  conclusions  as  regards 
occupations,  and  we  only  agree  with  his  view  that  s^'philis  is  an 
urban  rather  than  a  rural  disease  in  England  because  of  confirmatory 
evidence. 

We  may  now  turn  to  the  figures  produced  by  the  Local 
Government  Board  showing  the  number  of  still-births,  some  of  which 
are  caused  by  s}'philis,  and  giving  information  about  the  notified 
cases  of  ophthalmia  due  to  gonorrho?a.  Unfortunately,  as  regards 
the  former,  the  notification  was  uncertain,  and  the  figures  in  the 
latter  are  so  erratic  that  nothing  can  be  done  with  them.  Although 
we  do  not  think  the  data  can  prove  an}i:hing,  it  may  be  mentioned 
that  the  smaller  towns  show  a  larger  proportion  of  still-births  than 
the  larger  towns,  which  is,  perhaps,  sUght  evidence  against  Dr. 
Stevenson  that  syphilis  is  an  urban  disease,  while  the  other  Local 
Government  Board  data  indicate  that  gonorrhoea,  or  rather  the 
ophthalmia  often  due  to  it,  is  more  frequent  in  towns  :  other  possible 
explanations,  however,  immediately  occur  to  us. 

As  regards  the  community  generally,  we  can  get  no  direct 
information,  but  a  certain  amount  of  interesting  statistical  data  is 
furnished  by  the  Navy  and  Army.  In  both  there  is  a  marked 
decrease  in  venereal  diseases,  although  a  large  number  of  cases  still 
occurs.  The  figures  could  have  been  made  more  useful  if  they  had 
been  collected  for  purposes  of  investigation  instead  of  as  matters 
of  routine,  and  if  they  were  not  weakened  by  duplication  owing  to 
re-admissions.  However,  there  is  no  doubt  that  the  Navy  and 
Army  show  a  reduction  in  the  amount  of  these  diseases,  and  this  is, 
at  auv  rate,  a  cause  for  some  satisfaction. 
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Tlae  Commission  also  had  before  it  some  figm-es  from  the  Prisons 
authorities  and  the  Lunacy  Commissioners.  The  inhabitants  of 
prisons  can  hardly  be  regarded  as  a  random  sample  of  the  population, 
but  the  figures  are  fairly  reliable,  and  give  for  one  prison  of  able- 
bodied  prisoners  capable  of  performing  hard  labour  11-67  per-cent 
showing  signs  of  having  suffered  from  acquired,  and  2-16  per-cent 
from  congenital  syphilis  ;  in  an  invalid  prison  over  24  per-cent, 
and  in  a  prison  containing  those  sentenced  for  a  serious  crime,  but 
not  of  criminal  antecedents,  4--1  per-cent  exhibited  signs  of  having 
had  syphilis.  In  Borstal  institutions  over  16  per-cent  showed  signs 
of  congenital  syphiHs.  The  figures  given  by  the  Limacy 
Commissioners  were  useful  in  indicating  that  10-3  per-cent  of  males 
and  1-6  per-cent  of  females  had  suffered  from  acquired  syphilis, 
and  4  per-cent  (sexes  combined)  from  congenital  syphilis.  It  is 
also  stated  that  syphilis  is  regarded  as  a  principal  cause  in  76  per-cent 
of  general  paralysis  of  the  insane,  45  per-cent  of  brain  lesions,  43 
per-cent  of  secondary  dementia,  34  per-cent  of  melancholia,  31 
per-cent  of  mania,  and  21  per-cent  of  insanity  with  epilepsy  ;  but 
many  antecedents  considered  responsible  for  insanity  depend  on 
syphilis.  Incidentally,  the  statistics  afford  some  evidence  in  favour 
of  syphilis  being  more  an  uiban  than  a  rural  disease.  Of  the  official 
statistics  produced  to  the  Commission  those  of  the  Lunacy  Com- 
missioners seem  the  best  ;  they  show  an  appreciation  of  problems 
requiring  study,  and  an  attempt  to  tabulate  figures  usefully. 

The  statistical  evidence  before  the  Commission  included 
statements  from  unofficial  sources  to  which  reference  may  be  made. 
A  report  is  published  which  was  received  from  Dr.  Fildes,  and  related 
to  certain  investigations  made  in  the  Bacteriological  Laboratory 
(Prof.  W.  Bulloch)  at  London  Hospital.  The  object  was  to  ascertain 
the  prevalence  of  syphilis  among  persons  of  the  class  served  by 
London  Hospital  and  the  method  used  was  to  invite  people  to 
supply  a  drop  of  blood  "for  research  purposes":  there  were  few 
refusals,  and  about  1,000  cases  were  examined  :  84  gave  a  positive 
result  when  tested  by  Wassermann's  reaction.  The  conclusion 
to  be  based  on  the  result  is  that  from  8  to  12  per-cent  of  the  adult 
males  and  3  to  7  per-cent  of  the  adult  females  have  s}^hilis.  In 
considering  this  result  is  should  be  remembered  that  there  are  rela- 
tively few  cases,  and  they  relate  to  a  poor  and  crowded  part  of 
London,  containing  a  large  proportion  of  aliens.  The  statistics 
attempt,  however,  to  attack  a  real  problem  by  a  direct  method, 
and  are  of  interest  and  some  value.  In  comparing  the  various 
sets  of  results  it  must  be  remembered  that  there  are  several  variations 
of  the  Wassermann  test,  and  the  East  London  figures  are  obtained 
by  a  different  test  from  the  others. 

Another  private  collection  of  statistics  was  produced  by  Sir 
John  Collie,  and  related  to  (I)  1,119  men  on  whom  a  report  was 
required  owing  to  accident  or  illness  ;  (II)  .557  men  examined  before 
being  employed,  and  (III)  500  of  the  same  class  as  II,  but  submitted 
to  the  "Wassermann  test.  In  I  and  II,  where  clinical  evidence  was 
alone  relied  on,  3-6  per-cent  were  infected  with  venereal  disease  ; 
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in  III  9-2  per-cent  were  "  proved  to  have  had  syphilis."  The  class 
is  described  as  "  working-class  people  over  21  years  of  age,"  of  a 
"  somewhat  superior  artisan  class,"  and  as  many  as  one-quarter 
of  the  500  had  been  in  the  Nav}'  or  Army.  It  seems,  from  the 
figures  given  that  if  the  Wassermann  reaction  proves  s}'philis  beyond 
doubt,  then  the  clinical  methods  considerably  underestimate  the 
amount  of  syphilis  ;  but  it  is  a  little  embarrassing  to  find  that  of 
1.3  persons  who  admitted  syphilis  to  Sir  John  Collie,  only  4  gave 
the  Wassermann  test  positive. 

Another  investigation  relates  to  Wassermann  tests  carried  out 
in  respect  of  545  patients  newly  admitted  to  14  asylums  in  the 
three  months  ended  31  December  1914.  The  asylums  were 
chosen  as  representing  different  sections  of  the  population,  and  it 
was  found  that  those  patients  in  wholly  rural  unions  showed  a  lower 
proportion  of  positive  reactions  than  those  from  urban  unions. 
The  following  table  is  of  interest : 


Male 

Female 

Total 

Patients  tested 

Positive  and  partial  reactions 

Per-cent  of  tested   ... 

Cases  diaf^nosed  as  G.P.I.  ... 

Positive  and  partial  reactions  among  G.P.I. 

275 
59 

21-3 
32 
29 

270 

34 

12-6 

8 
8 

545 
93 

171 
40 
37 

Dr.  Mott  gave  various  series  of  tests,  which  may  be  summarized 
as  follows  : 


Class  submitted  to  Wassermann  Test 

Per-cent  of  Positive  Reaction 

Male 

Female 

Total 

Insane  (non-G.P.I.),  Cane  Hill  Asylum  ... 
Admissions  to  3  Poor  Law  Infirmaries     ... 

10-2 
20-9 

18-6 

10-2 
19-9 

He  also  gave  figures  showing  that  a  positive  Wassermann  reaction 
is  a  constant  feature  in  general  paralysis. 

Statistics  were  produced  by  various  witnesses  showing  an  undue 
proportion  of  miscarriages,  infant  deaths,  etc.,  among  s}^hilitiG 
families,  and  Mr.  Bishop  Harman  gave  figures  showing  that  instead 
of  80  per-cent  of  the  children  being  healthy,  as  is  the  case  in  healthy 
poor  families  in  London,  we  have  40  per-cent  in  syphilitic  families. 
He  also  produced  statistics  showing  the  extent  of  blindness  caused 
by  venereal  disease. 

Appendix  XXII  gives  the  results  of  the  treatment  of  venereal 
diseases  in  the  Navy,  and  deals  usefully  with  the  effect  of  treatment 
on  the  Wassermann  reactions  ;  some  foreign  statistics  of  varying 
merit  are  also  given. 
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No  reference  is  made  in  the  report*  to  the  statistics  of  insurance 
companies  giving  some  information  about  the  rates  of  mortality 
of  syphilitics  after  treatment,  a  subject  imfortunately  ignored  by 
the  Commissioners  ;  its  consideration  might  have  indicated  some  of 
the  many  problems  in  which  statistical  work  may  be  utihzed.f 

AVe  may  summarize  the  statistical  work  as  a  whole  as 
unsatisfactory  and  incomplete — to  some  extent,  unavoidably  so  : 
where  the  statistical  treatment  is  best  it  refers  to  special  parts  of  the 
community,  such  as  the  Navy,  East  End  population,  lunatic  asylums, 
&c.,  and  we  are,  therefore,  left  without  knowledge  of  the  facts 
about  syphilis  in  the  general  population,  and  we  are  still  more 
ignorant  in  this  respect  about  the  other  venereal  diseases.  But  in 
spite  of  lack  of  evidence  the  Commissioners  state  that  "  the  number 
of  persons  who  have  been  infected  with  syphiUs,  acquired  or  con- 
genital, cannot  fall  below  10  per-ceut  of  the  whole  population  in  the 
large  cities,  and  the  percentage  affected  with  gonorrhoea  must 
greatly  exceed  this  proportion."  We  have  searched  the  report 
in  the  hope  of  finding  how  this  10  per-cent  is  reached,  but  have 
concluded  that  it  is  an  "  educated  guess  "  ;  if  correct  it  would 
seem  that  syphilitics  avoid  life  assurance,  or  seldom  disclose  the 
disease.  Does  it  also  mean  that  the  para -syphilitic  diseases  less 
frequently  follow  the  disease  than  one  is  led  to  suppose  by  the  report 
and  evidence  ? 

The  first  recommendation  of  the  Commission  is  that  there  should 
be  confidential  regi.stration  of  causes  of  deaths.  This  view  was 
strongly  held  by  Dr.  Stevenson  (Eegistrar-General's  Office)  and  by 
many  medical  witnesses,  but  Dr.  Dunlop  (Office  of  Eegistrar-General 
of  Scotland)  did  not  share  it  and  felt  that  it  was  sufficient  to  rely 
on  the  growing  accuracy  of  registration,  while  Sir  William  Thompson 
(Eegistrar-General  of  Ireland)  displayed  no  enthusiasm  for  the 
change. 

The  arguments  in  favom-  of  confidential  certification  of  causes 
of  death  are  that  the  present  method  has  not  led  to  accurate  results, 
that  confidential  certification  is  adopted  in  nearly  all  the  important 
continental  countries,  and  that  the  medical  profession  would  prefer 
confidential  certification  as  they  do  not  care  to  let  the  relatives 
of  deceased  patients  know  the  causes  of  death  in  certain 
circumstances.  Confidential  certification  will  not,  of  course,  be  of 
any  assistance  in  cases  where  the  doctor  makes  a  mistake  in 
diagnosis,  and  it  is  therefore  only  when  he  wilfully  conceals  the 
true  cause  of  death  that  private  certification  can  be  of  assistance. 
We  are  inclined  to  think  that  the  cases  of  imtrue  certification  are 

*  Six  lines  in  an  Appendix  give  a  reference  to  the  records  of  the  Gotha 
Company  and  "  other  insurance  records." 

t  A  suggestion  has  been  made  that  the  e.xclusion  by  Friendly  Societies  of 
liability  in  respect  of  sickness  caused  by  an  insured  person's  own  fault  deters 
the  person  from  obtainintr  efficient  treatment  of  venereal  disease.  There  seems 
no  definite  evidence  of  this.  If  the  basis  for  premiums  excludes  part  of  the 
sickness  from  venereal  disease  then  the  inclusion  of  that  part  might  be 
financially  unsound  unless  the  theory  that  its  inclusion  will  indirectly  decrease 
subsequent  sickness  is  correct. 
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exaggerated.  We  do  not  see  why  a  doctor  should  object  to  give  a 
certificate  of  death  from  chronic  alcohoUsm,  or  insanity,  etc.,  if  the 
members  of  his  patient's  family  know  (as  they  probably  do)  the 
cause  of  death,  and  in  many  unfortunate  cases  a  doctor  can  comfort 
himself  by  the  reflection  that  in  interpreting  a  cause  of  death  he 
naturally  reads  more  significance  into  the  term  used  than  a  member 
of  the  general  public. 

The  extent  of  inaccurate  certification  was  discussed  by  Dr. 
Stevenson,  whose  evidence  seems  to  have  weighed  with  the  Com- 
missioners, and  Appendix  I,  prepared  by  Dr.  Stevenson,  includes  a 
list  of  specimens  of  "  replies  by  certifying  medical  practitioners  to 
enquiries  respecting  indefinitely  certified  causes  of  death." 

We  may,  for  the  present  purpose,  leave  out  the  first  three  of 
these  examples,  merely  remarking  that  they  are  very  unconvincing, 
but  we  print  the  last  three  as  they  appear  in  the  report. 

"4.  Female,  32  years. — Certified  cause  of  death   '  hsemoptysis. ' 

"  Reply. — This  patient  had  suffered  from  pulmonary  tuberculosis 
"  for  some  time,  but  owing  to  her  being  insured,  and  as  a  proviso 
"  against  consumption  inserted  in  small  print  in  some  forms  vitiates 
"  the  policy,  it  is  not  wise  to  put  in  the  certificate  the  fact  of 
'•  tuberculosis  being  the  cause  of  death. 

"  I  put  on  a  certificate  this  year  that  a  lady  had  sufiered  from 
•'  Blight's  disease  for  20  years  and  a  fibroid  uterus  for  12  years,  and 
' '  it  was  held  to  void  the  policy  after  paying  premiums  for  six  years 
"  in  all  good  faith  by  a  son. 

"5.  Male,  55  years.  —  Certified  cause  of  death  'stricture  of 
"  oesophagus.' 

"Reply. — The  cause  of  death  in  this  case  was  cancer  of 
"  oesophagus,  but  it  was  not  specified  because  the  deceased  had 
"  been  recently  insured,  and  the  insurance  company  would  have 
"  declined  to  pay  up. 

"6.  Female,  67  years. — Certified  cause  of  death  'pyloric 
"  obstruction.' 

"  Reply. — I  believe  the  disease  was  carcinomatous,  but  if  I  can 
"  help  it  I  do  not  state  in  a  certificate  '  malignant  disease',  as  it 
"  militates  against  members  of  the  family  who  wish  to  insure 
"  their  lives." 

We  cannot  understand  how  anyone  reading  the  "  specimens  " 
can  find  a  case  for  confidential  certification.  These  three  examples 
are  examples  of  poorly-informed  medical  men  who  are  prepared  to 
certify  untruly  in  the  hope  that  they  may  enable  relatives 
of  a  deceased  patient  to  obtain  policies  of  insurance  which 
the  medical  practitioner  thinks  it  would  otherwise  be  impos- 
sible for  them  to  obtain,  or  to  obtain  insurance  money  to 
which  he  believes  they  are  not  strictly  entitled.  If  the  replies 
are  reaUy  specimens  of  the  practice  of  the  medical  profession  in 
certifying  causes  of  death  we  can  only  say  that  it  is  a  dishonest 
profession.  We  believe,  however,  that  there  are  very  few  members 
of  that  profession  who  would  give  a  wilfully  wrong  certificate  for 
the  reasons  indicated.  Insurance  companies  have  considerable 
experience  of  individual  certificates,  and   have   apparently  greater 


148  Reviews.  [Oct. 

trust  ill  the  honesty  and  good  sense  of  the  medical  profession  than 
the  member  of  it  who  is  responsible  for  printing  these  very  unkind 
suggestions.  There  is  a  touch  of  humour  in  two  matters  connected 
with  these  "  specimens  " — the  statement  of  the  certifying  doctor 
in  No.  6  as  to  the  practice  of  insurance  companies  is  so  inaccurate 
that  his  objection  to  true  certification  of  the  cause  of  death  was 
groundless  ;  the  other  touch  of  humour  lies  in  the  suggestion  that 
is  made  that  the  necessary  alterations  in  industrial  insurance  office 
practice  could  be  overcome  by  providing  out  of  a  first  premium  of 
a  few  pence  the  fee  for  a  medical  examination  by  one  of  the 
members  of  the  profession  which  according  to  Dr.  Stevenson's 
"specimens"  is  helping  the  general  public  to  swindle  insurance 
companies  ! 

The  second  argument  in  favour  of  private  certification  seems 
merely  to  be  based  on  the  idea  that  it  is  done  elsewhere.  We  think 
that  if  the  Commissioners  had  taken  more  evidence  from  insurance 
officials  they  would  have  obtained  information  about  private 
certification  in  foreign  comitries  which  would  have  made  them  less 
willing  to  recommend  it  in  the  United  Kingdom. 

The  obvious  objections  of  the  insurance  companies  to  private 
certification  are  that  it  would  mean  the  alteration  of  life  assurance 
practice  in  England  with  consequent  trouble  and  probable  loss,  and 
the  opening  of  the  door  to  fraud,  and  would  cause  inconvenience 
to  the  relatives  of  policy-holders.  These  objections  were  set  clearly 
before  the  Commissioners  by  Mr.  Geoffrey  Marks,  to  whose  evidence 
a  reference  is  made  in  the  report  in  the  following  terms  : 

"  With  a  \'iew  to  ascertain  the  opinion  of  the  life  assurance 
'■  companies,  whose  methods  might  be  affected  by  such  a  change, 
■ '  we  examined  the  manager  of  the  National  Mutual  Life  Assurance 
"  Office,  who  is  also  chairman  of  the  Life  Offices'  Association.  This 
■ '  witness  informed  us  that  the  question  of  confidential  certification 
"  had  not  been  discussed  by  the  Association,  but  that  his  view  and 
"  that  of  two  or  three  other  offices  were  opposed  to  the  change. 

"  We  are  not  convinced  by  the  alleged  objections,  and  we 
"  consider  that  any  improvement  in  the  accuracy  of  vital  statistics 
"  must,  in  the  long  run,  benefit  the  life  assurance  companies,  who 
■'  could  adapt  their  methods  to  the  system  of  confidential  certification 
"  as  in  all  other  great  European  countries." 

In  view  of  the  fact  that  the  Commissioners  did  not  take  the 
trouble  to  examine  any  other  insurance  witness,  and  as  the  offices 
mentioned  were  all  the  offices  with  which  the  chairman  of  the  Life 
Offices'  Association  had  been  able  to  communicate,  the  remark  at 
the  end  of  the  first  paragraph  is  a  little  disingenuous.  As  regards 
the  second  paragraph  we  must  say  that  it  could  only  have  been 
written  by  people  who  had  absolutely  no  information  as  to  the 
methods  by  which  insurance  statistics  are  formed  and  handled. 
A  life  assurance  company  seldom  requires  causes  of  death  in  the 
mass.  We  do  not  suppose  that  the  insurance  companies  would  be 
affected  in  the  slightest  degree  if  massed  statistics  of  causes  of 
death,  however  accurate,  were  never  again  published.  WTiat  they 
rec^uire  is  to  be   able   to  trace  what  happens  to  their  individual 
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policy-holders  from  the  time  they  are  insured  until  their  policies  go 
off  the  books,  and  if  they  require  causes  of  death  for  investigation 
purposes  it  would  be  to  study  the  causes  of  death  of  the  individual 
policy-holders,  and  this  study  would  have  to  proceed  from  the 
individual  cases  and  not  from  the  Registrar-General's  statistics.  It 
is,  of  course,  natural  that  persons  not  engaged  in  life  assurance  should 
have  little  knowledge  of  its  technique,  but  they  might  at  least  refrain 
from  making  suggestions  which  are  in  contradiction  to  the  only 
evidence  they  have  taken  the  trouble  to  obtain.  The  real  remedy  for 
wilfully  inaccurate  certification  lies  in  providing  penalties  for  such 
misdoing.  The  medical  profession  is  trusted,  and  deserves  to  be 
trusted,  in  this  country  with  the  power  of  life  and  death  over  the 
community,  and  we  have  no  doubt  that  it  can  be  trusted  to  do  all 
that  is  required  of  it,  but  if  there  are  any  unscrupulous  members 
of  it,  and  Dr.  Stevenson  seems  to  think  there  are  plenty,  the  remedy 
is  to  be  found  in  punishment,  not  in  encouragement. 

The  only  criticism  that  we  need  add  to  these  remarks  on  the  first 
recommendation  of  the  Commission  is  that  we  can  find  no  statement 
in  the  report  as  to  the  use  to  be  made  of  the  statistics  of  deaths  in 
the  study  of  venereal  disease  when  perfect  accuracy  is  obtained. 
"We  have  dealt  with  this  matter  at  some  length  because  it  affects  a 
business  with  which  actuaries  are  closely  connected,  but  it  is  only  a 
very  small  part  of  the  report,  and  although  the  recommendation  is 
the  first  of  those  mentioned  in  the  Commissioners'  summary,  this 
is  only  because  the  evidence  and  remarks  leading  up  to  it  happen  to 
have  been  discussed  in  an  early  paragraph  of  the  report. 

The  second  recommendation  has  already  been  made  operative 
to  a  large  extent,  and  the  next  three  relate  largely  to  statistical 
information.  Here  again  there  is  no  indication  of  the  use  to  which 
the  material  is  to  be  put  when  it  has  been  tabulated,  and  we  feel 
very  strongly  that  no  useful  purpose  is  served  by  merely  obtaining 
statistics  without  appreciating  for  what  purpose  they  are  to  be  used 
or  what  information  it  is  desired  to  obtain  from  them.  It  is  waste 
of  time  and  waste  of  money  to  produce  figures  which  are  "  full  of 
sound  and  fury,  signifying  nothing."  In  this  connection  let  us  put 
down  one  definite  criticism.  In  recommendation  4,  it  is  stated  that 
statistics  should  be  kept  of  the  number  of  patients  for  whom  salvarsan 
is  provided  at  the  public  expense.  Of  what  use  is  this  mere  number 
when  it  is  obtained  ?  If  touch  is  kept  with  the  people  who  are 
treated  so  that  the  diseases  from  which  they  subsequently  suffer  and 
the  dates  of  their  deaths  can  be  recorded,  we  might  obtain  some 
information  with  regard  to  the  disease  and  its  treatment,  but  the 
mere  number  of  patients  is  only  more  troublesome  and  not  more 
useful  than  recording  the  expense  to  which  the  State  was  put  for 
the  provision  of  the  remedy.  Might  not  something  have  been  done 
by  the  Commission  to  obtain  help  from  insurance  companies  or 
friendly  societies  so  that  they  could  have  recommended  a  method 
by  which  people  treated  would  be  observed  for  statistical  purposes  for 
a  period  of  years  afterwards  ?  It  is  not  an  impossible  suggestion, 
but  it  would  require  a  far  larger  outlook  than  the  rather  useless 
statistical  work  which  is  indicated  in  the  recommendations. 

VOL.  L.  M 
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The  next  recommendations  of  the  Commission  are  that  extended 
facilities  should  be  available  for  diagnosis  and  treatment,  and  that 
the  cost  should  be  met  to  a  large  extent  from  the  Imperial  funds 
and  the  balance  from  local  rates.  We  entirely  agree  that  dangerous 
infectious  diseases  ought  to  be  treated  thoroughly  and  that  treat- 
ment should  be  possible  for  all,  but  we  do  not  think  public  funds 
should  be  spent  unless  the  result  of  the  expenditure  is  watched  and 
its  value  estimated — this  cannot  be  done  by  the  statistical  recom- 
mendations of  the  Commissioners. 

Recommendations  are  made  with  regard  to  the  treatment  of 
prisoners,  Poor-Law  patients  and  men  in  the  Navy  and  Army,  &c.  ; 
but,  although  we  see  Uttle  objection  to  this,  we  feel  they  are  minor 
points  in  the  problem. 

The  Commissioners  seem  to  have  spent  a  great  deal  of  time  in 
considering  also  the  general  education  of  the  public,  and  if  this 
could  be  done  satisfactorily  an  improvement  in  public  health  might 
result.  We  agree  wholeheartedly  that  no  man  or  woman  with 
infectious  venereal  disease  ought  to  marry,  and  the  education  of 
the  public  will  reduce  the  evil.  There  are,  however,  so  many 
difficulties  in  the  way  of  education  in  these  matters  that  the 
Commissioners  have  no  very  definite  suggestion  to  make. 

We  may  sum  up  our  views  in  the  following  way  :  From  the 
point  of  view  of  our  profession  we  find  that  the  statistics  are  open 
to  criticism,  and  the  recommendations  with  regard  to  future 
statistical  work  are  incomplete.  With  the  recommendation  of 
private  certification  of  deaths  we  have  no  sympathy,  nor  do  we 
think  that  any  useful  object  would  be  achieved  by  it.  With  regard 
to  the  attitude  of  the  Commission  towards  the  subject  generally,  an 
impression  has  been  left  upon  our  minds  that  there  has  been 
exaggeration.  We  cannot  help  the  feeling  that  we  have  seen  a 
repetition  of  the  well-known  case  of  a  Royal  Commission  in  which 
"  The  evidence  .  .  .  went  beyond  the  facts,  the  report  went 
"  beyond  the  evidence,  the  recommendations  beyond  the  report," 
We  hope  that  the  legislation  will  not  go  beyond  the  recom- 
mendations, but  that  if  there  is  any  legislation  it  will  revert  to  the 
facts,  or,  if  that  is  impossible  in  the  present  state  of  our  knowledge, 
that  it  will  be  framed  so  that  proper  provision  is  made  for  obtaining 
facts  in  such  a  form  as  will  produce  a  real  estimate  of  the  prevalence 
and  effect  of  the  diseases,  and  enable  us  to  measure  their  social 
importance  and  the  success  of  various  methods  of  treatment. 

W.  P.  E. 


Matemdticas    Financiems — Primera    Parte — Intereses    y   anualidades 
cieiias.     By  Jose  Gonzalez  Gale. 

(Pp.  226.     Buenos  Aires  :    Libreriu  de  Antonio  Garcia  Santos. 
Moreno  y  Bolivar.     1916). 

During  the  last  two  or  three  years  several  new  books  on  interest 
have  been  published  in  foreign  countries.  The  second  edition  of 
M.  Barriol's  Thcorie  et  Pratique  was  to  a  considerable  extent  new. 
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and  other  works  have  since  appeared  in  Belgium,  Italy  and  now  in 
the  Argentine  Republic — the  latest  comer  being  a  Part  I  to  be 
followed  shortly  by  a  Part  II  on  the  "Elementos  de  calculo 
actuarial."  In  all  these  books  \\\\\  be  found  differences,  not  merely 
of  language  and  arrangement,  but  also  of  treatment  and  application. 
In  Prof.  Gale's  book  the  treatment  is  detailed  rather  than 
exhausti^'e  and  most  of  the  formulas  are  illustrated  by  direct 
numerical  examples.  The  eftect  of  this  seems  to  us  to  be  to  make 
too  much  of  the  formulas,  and  to  obscure  the  fact  that  they  are 
themselves  merely  examples — in  symbols  instead  of  numbers — of 
the  application  of  certain  general  principles.  If  formulas  without 
<lirect  examples  are  not  effective  in  inculcating  general  principles, 
we  should  be  inclined  to  prefer  examples  without  formulas — or  at 
any  rate  Arith  an  irreducible  minimum  of  formulas.  Prof.  Gale 
gives  a  large  number  of  both.  A^'e  find  also  in  the  chapter  on 
.Simple  Interest  (a  subject  which  Prof.  Gale  follows  M.  Barriol  in 
taking  more  seriously  than  is  usual  in  this  country)  "  rules  "  for 
calculating  interest  for  days  or  months — a  6%  method  when  the 
year  is  taken  (in  accordance  with  foreign  commercial  practice)  a.s 
consisting  of  360  days,  and  another  method  for  the  English  year, 
involving  the  '"third  tenth  and  tenth  rule  "  for  diAiding  by  73.* 

In  the  applications  to  pi'actical  finance  Prof.  Gale  deals,  among 
other  things,  with  a  kind  of  loan  Avhich  is  unfamiliar  to  us — a 
loan  repayable  by  an  accunuilative  sinking  fund,  but  with  an 
additional  lottery  element  (over  and  above  that  involved  in  the 
drawings  for  repajTnent  at  par)  in  the  form  of  bonuses  to  the  first 
two  or  three  bonds  drawn  on  each  occasion.  The  operation  of  a 
loan  of  this  nature  is  shown  by  a  schedule,  and  the  fact  that 
the  bonus  is  equivalent  to  an  increase  in  the  rate  of  interest  paid 
l)y  the  borrower  is  clearly  brought  out.  But  in  the  section  entitled 
Aplicacion  del  calculo  de  las  probabilidades  a  los  emprestitos  con 
lotes "  Prof.  Gale  seems  to  have  overlooked  the  fact  that  his 
investigation  merely  gives  the  quite  reasonable  result  that  the 
value  of  the  indi\adual  bond  is  the  Aaliie  (per  bond)  of  the  entire 
loan.  This  can  be  verified  either  by  transformation  of  the  formula, 
or  by  the  result  of  the  numerical  example,  which  result  will  be 
found  to  be  1000  nf^'Voj^'  +  SO  4;". 

.^=(l-00001)(l.-l-.3^+-L)  nearly. 


COPtRESPONDENCE. 


MORTALITY    AMOXG    NEUTRALS    IX    WAR-TIME. 
To  the  Editors  of  the  Journal  of  the  Institute  of  Actuaries. 

Dear  Sirs, — It  has  occurred  to  me  that  readers  of  the  review, 
in  the  April  number  of  the  Journah  of  Dr.  Hersch's  "  La  Mortalite 
chez  les  neutres  en  temps  de  guerre  "  may  be  interested  to  know 
that  the  subject  was  also  referred  to  by  Dr.  S.  Dumas  in  his  paper 
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"  L' Assurance  du  risque  de  guerre  "  publisJbed  in  1911  in  Volume  & 
of  the  "  Bulletin  de  I'Association  des  Actuaires  Suisses." 

Dr.  Dumas'  paper  is  primarily  a  paper  on  -war  risk,  and  deals 
only  incidentally  with,  the  effect  of  a  war  on  the  mortality  of  the 
civil  and  non-combatant  population.  For  this  reason,  Dr.  Dumas, 
unlike  Dr.  Hersch,  does  not  attempt  to  furnish  statistics  for  different 
age  groups.  On  the  other  hand,  whereas  Dr.  Hersch  confines  his 
investigations  to  the  "  petits  pays  neutres  et  limitrophes  des  pays 
en  guerre,  tels  que  la  Suisse,  la  Belgique  et  les  Pays-Bas  "  and 
except  in  Table  IV  and  diagrams  3-4  deals  merely  with 
the  number  of  deaths  in  each  year  and  not  with  the  ratio  of 
deaths  to  inhabitants,  Dr.  Dumas  gives  the  number  of  deaths 
(male  and  female,  and  male  and  female  combined,  except  in  the 
case  of  Germany,  where  the  total  deaths  only  are  given)  for  both 
combatant  and  neutral  countries,  and  the  number  per  hundred 
inhabitants  for  each  year  in  groups  of  four  years,  these  groups  being 
taken  so  as  to  include  the  war  of  1864: — figures  for  Denmark  only — 
the  war  of  1866 — ^figures  for  Germany,  Austria,  and  Hungary — the 
war  of  1870-1 — figures  for  France,  Switzerland,  Belgium,  Holland, 
England  and  Wales,  and  Germany.  In  a  further  column  Dr.  Dumas 
gives  the  number  of  births  in  each  year  "  pour  montrer  que  I'aug- 
mentation  de  la  moitalite  correspond  souvent  a  un  flechissement 
du  nombre  des  naissances  ;  on  sait  pourtant  que  la  grande  mortalite 
des  nouveaux  nes  influe  d'une  maniere  tres  sensible  sur  le  nombre 
total  des  deces." 

In  the  hope  that  it  may  be  of  interest  I  reproduce  here  Table  17,. 
page  93  : 

Influence  of  the  Franco-Prussian  War  on  Mortalitij. 
N.B. — The  fiarures  for  Germany  include  still-births. 


Year 

NrMBER  OF  Deaths 

Per 

100 
inhabitants 

Number 

of 

Births 

Male 

Female                 Total 

France.                                                \ 

1869 
1870 
1871 
1872 

442,988 
553,037 
692,233 

409,811 

421,332 
493,872 

578,777 
383,253 

864,320 
1,046,909 
1,271,010 

793,064 

2-35 
2-84 
3-51 

2-20 

948,526 
943,515 
826,121 
966,000 

SwitzerJand. 

1869 
1870 
1871 
1872 

34,918 
37,625 
41,866 
33,469 

1 
32,231     ;        67,149 
35,213     1        72,838 
36,132     :        77,998 
30.273     !        63,742 

2-52 
2-73 
2-92 
2-39 

81,766 
83,300 
71,626 
84,313 

BchiiuriK                                                   j 

1869 
1870 
1871 

1872 

55,768 
60,572 
75,070 
62,041 

53,839 

57,787 
70,676 
58,088 

109,607 
118,359 
145,746 
120,129 

2-21 
2-36 
2-81 
2-35 

158,687  J 
164,572 
158,760 
167,377 
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Influence  of  the  Franco-Prussian  War  on  MortalUy — coniinned. 

N.B. — The  figures  for  Germany  include  still-birtbs. 


Year 

i 

N 

JMBER  OF  Deaths 

Per 

ICO 

inhabitants 

Number 

of 
Births 

Male 

Female                Total 

i                                                Holland. 

1869 
1870 
1871 
1872 

41,751 
47,175 
54,303 
48,550 

40,802            82,553 
45,891             93,066 
52,675          106,978 
46,044             94,594 

2-29 
2-58 
2-95 
2-59 

123,789 
129,997 
128,305 
131,664 

Englawl  arul  JFah'S.                                       j 

1869 
1870 
1871 
1872' 

254,863 
265,586 
265,563 
255.135 

239,965          494,828 
249,743           515,329 
249.316           514.879 
237,130           492.265 

2-23 
2-29 
2-26 
213 

773,381 

792,787     i 
797.428     1 
825,907     i 

Oerinani/.                                                 i 

1869 
1870 
1871 
1872 

1,154,303 
1.184.315 
1.272.313 
1,260,922 

2-85 
2-90 
3-10 

3-06 

'  1,594,187 
1.634,646 
1,473,492 
1,692,227 

It  will  be  seen  that  these  figures  strikingly  confirm  the  conclusions 
arrived  at  by  Dr.  Hersch. 

Dr.  Dumas'  remarks  on  this  subject  are  referred  to  in  a  volume 
entitled  "  Versicherung  und  Krieg  "  being  a  collection  of  seven  papers 
read  at  a  conference  held  by  the  "Deutscher  Verein  f ur  Versicherungs- 
Wissenschaft "  on  12  and  13  December  1913,  and  published 
by  that  Society  in  1914.  In  particular  Professor  Dr.  Florschiitz 
showed  that  Dr.  Dumas'  figures  were  confinned  by  the  experience 
of  the  Gotha  Life  Insurance  Company,  for  whereas  the  actual 
mortality  was  in  1865  only  91-57  per-cent,  in  1867  only  90-87  per-cent, 
and  in  1872  only  91-05  per-cent,  of  the  expected,  the  percentage 
rose  in  1866  to  lll:-82  per-cent,  and  in  1871  to  105-10  per-cent. 
As  only  514  policyholders  of  the  Gotha  (of  whom  only  195  kept  their 
policies  in  force)  took  part  in  the  war  of  1870-71,  this  striking 
increase  in  the  ratio  of  the  actual  to  the  "  expected  "  deaths  must 
be  put  down  to  the  effect  of  that  war  on  the  civil  non-combatant 
population. 

Yom's  faithfullv. 


D.  S.  SAVORY. 


3,   Queen's  Gardens, 

Ealing,  W., 

5  May  1916. 
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THE  SIR  GEORGE  HARDY  MEMORIAL. 
To  the  Editors  of  the   Journal  of  the  Institute  of  Actuaries. 

Dear  Sirs, — By  an  oversight  as  inexplicable  as  it  is  unfortunate, 
for  Avhich  I  fear  I  alone  am  responsible,  the  name  of  Mr.  A.  Digby 
Besant  was  omitted  from  the  list  given,  in  the  last  issue  of  the 
Journal,  of  the  Committee  of  the  "G.  F.  Hardy  Memorial  Fund." 

Mr.  Besant  was  one  of  the  small  group  with  whom  the  idea  of 
the  Fund  originated.  His  counsel  and  assistance  throughout  the 
progress  of  the  work,  as  a  member  of  the  Committee,  Avere  of  the 
greatest  value :  and  as  one  of  the  Honorary  Secretaries  of  the 
Institute  for  the  year  he  had  a  leading  share  in  organizing  the 
memorably  successful  meeting  of  January  last. 

I  am  afraid  this  belated  acknowledgment  can  at  best  make 
inadequate  amends  for  the  omission  ;  but  it  is  all  that  is  possible 
now,  and  Avill  at  least  give  the  correction  as  wide  a  circulation  as 
the  mistake. 

Yours  truly, 

S.  CI.  WAENEE. 
28  September  1916. 


THE     INSTITUTE     OF     ACTUARIES. 


The  Si.'iy-Xinfh  Annual  General  Meeting,  5  June  191(i. 

The  President  (\Mr.  Eexest  Woods)  in  the  Chair. 

The  proceedings  at  the  Annual  General  Meeting  will  be  found  on 
page  159. 

EEPORT,   1915-1916. 

The  Council  have  the  pleasure  to  report  to  the  Members  upon  the 
work  of  the  Institute  during  the  Session  of  1915-1916,  the  sixty-eighth 
year  of  its  existence. 

There  has  been  a  'decrease  of  28  in  the  total  number  of  members,  as 
compared  with  the  previous  year.  At  the  end  of  the  official  year  in 
which  the  Institute  was  incorporated  by  Royal  Charter  the  number  of 
Members  was  434 ;  twenty-one  years  later,  at  31  March  1906,  it  was  922. 
Since  that  time  the  numbers  have  been  as  follows: 


On 
31  March 

Fellows 

Associates 

Students 

Corresponding 
Jfembers 

Total 

1907 

248 

303 

383 

22 

956 

1908 

253 

313 

421 

22 

1,009 

1909 

254 

325 

400 

19 

998 

1910 

259 

335 

348 

21 

963 

1911 

267 

339 

308 

20 

934 

1912 

278 

354 

268 

20 

920 

1913 

282 

355 

252 

19 

908 

1914 

295 

358 

238 

19 

910 

1915 

304 

361 

263 

17 

945 

1916 

308 

345 

247 

17 

917 
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The  following  schedule  shows  the  additions  to.  and  the  changes  and 
losses  in  the  menihevship  which  have  occurred  during  the  yfar  ending 
31   March  last: 


Schedule  of  Membership,  31  March  1916. 

Fellows 

Associates 

Students 

Corres- 
ponding 
Members 

Total 

i.  Number  of  Members 
ill  each  class  on 
31  March  1915 

ii.   Witbdrawals  by 

(1)  Death    .    "     . 

(2)  Itesisriiation    or 

otherwise  . 

iii.  Additions  to  Membershii) 

(1)  Hy  Election  . 

(2)  ]iy  Examination   . 

(3)  By  Ke-instntement 

iv.  Transfers 

(1)  Hy  Examination: 

/"roHi  Associates 
to  Fellows 

(2)  l}y  Exaniiu.stion: 

from    Students 
to  Associates    . 

V.  Number    of    Jlembers 
in     cacli     class    on 
31  March  1916 

304 
6 

36  L 

6 

12 

263 

2 

15 

17 

-1 
...I 

945 
41 

298 

343 

246 
13 

17 

Ej 

17 

904 
13 

298 
10 

343 

10 

259 

917 

308 

333 

12 

259 
12 

17 

917 

308 

345 

247 

17 

917 

There  are  also  172  candidates  admitted  as  Probationers,  and  73  as 
Students  conditionally  on  their  passing  Part  I  of  the  Examination.  These 
are  not  included  in  the  ahove  Schedule  of  Membership.  The  numbers  in 
these  two  classes  since  31  March  1910  have  been  as  follows  : 


On  31  March 

Probationers 

^^-1    1  on  31  March 

Probationers 

Conditional 
Students 

1911 
1912 
1913 

160 
181 
197 

58          i 

59 

55 

1914 
1915 
1916 

200 
188 
172 

67 

72 
73 

The  Council  have,  with  great  regret,  to  report  the  loss  by  death,  since 
the  last  Annual  Meeting,  of  five  Fellows,  Messrs.  E.  J.  Bull,  E.  Cross, 
E.  C.  Fippard,  A.  Smither,  aud  J.  Sutherland  ;  four  Associates,  Messrs. 
H.  C.  A.  Gravatt,  W.  M.  Haycraft.  F.  J.  Vincent,  and  D.  G.  Young  ; 
and  three  Students,  Messrs.  J.  M.  Field,  A.  Jennings,  and  F.  Wellisch. 
Six  of  these  Members,  namely,  Captain  E.  C.  Fippard,  Lieutenants 
J.  31.  Field  and  D.  G.  Young,  Sergeant  F.  Wellisch,  and  Privates 
H.  C.  A.  Gravatt  and  A.  Jennings  were  killed  in  action,  and  the  Council 
also  much  regret  to  have  to  report  that  six  Probationers  of  the  Institute, 

\Continued  on  'page  158.] 


1915. 

£  s. 

d. 

9,022    0 

3 

897     1 

9 

841     8 

5 

10,660     o     5 


915  12 

0 

740    5 

0 

282     9 

0 

100    5 

6 

2,038  11 

6 

2    2 

0 

),386  14- 

7 

409  0 

0 

351  8 

1 

11.147  2  8 

767  15  y 

920  17 

0 

676  4 

u 

247  16 

0 

93  19 

6 
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i3r.  Revenue  Account  for  the 

1916. 
Amount  of  Funds  at  tlie  beginnini;  of  tlie  year —  £      s.    d.        £      .?.    d. 

General  Fund   (including   Stock  of   Publications,  otlier 
than  Journal)         ...... 

Messenger  Legacy  Fund         ..... 

IJrou'ii  Prize  Fund         ...... 

G.  F.  Hardy  Memorial  Fund 

Subscriptions — 

Fellows  ........ 

Associates      .........       676 

Students        ........ 

Probationers  ....... 

1,938  16     6 

Fines  Oil  Seinslatement 

1,938  16     6 
Less  Waived  and  returned  to  Members  and  Probationers 
on  Naval  and  Military  Service — 
For  the  Year  ] 914-15  .  .  .        £247   16     0 

„      1915-16  .         .         .  370  13     0       618     9     0 

1,320     7     6 
Entrance  Fees — 
Associates     . 
Students        .........  5  15     6 

Probationers 13     2     f! 

18  18     0 

Balance  of  Publications  Account 116  19     2 

Dividends  and  Interest- 
General  Fund 319  19     9 

Messenger  Legacy  Fund         .  .  .  .  .  .  12     5     5 

Brown  Piize  Fund 10  10  10 

569     4    4  342  16     0 


2,040  13 

6 

8    8 

0 

36  15 

0 

25  14 

6 

70  17 

6 

131  19 

6 

347     1 

5 

11  18 

3 

10    4 

8 

0    3  £13,713  19     1 


Publications  Account  for  the 


£    s.    d. 
252  16     6  Stock  (excluding  Journal)  at  tlie  beginning  of  the  year 
Cost  of  Revised  Edition  of  Text-Book,  Part  I    . 

14  15     4  Binding  and  Advertising  ...... 

131  19     6  Balance  


£ 

s. 

d. 

202 

2 

5 

144 

10 

0 

14 

4 

3 

116 

19 

2 

£399  11     4  £^'il  15  10 


Balance  Sheet, 


£       s.    d.  LIABILITIES. 

10,386  14     7  General  Fund 

233     9     2  Messenger  Legacy  Fund      .... 
175  10  10  Accumulated  Dividends      .... 


£ 

s. 

d. 

£ 

s. 

d. 

8,190 

4 

8 

233 

0 

Q 

187 

16 

3 

409     0     0  421 

200     0     0  Brown  Prize  Fund 200     0     0 

151     8     1  Accumulated  Dividends 161  18  11 


851     8     1  361  18  11 

G.  F.  Hardy  Memorial  Fund       ....  767  15     9 

9,741     4    9 

80  17     0  Examination  Fees  for  year  1915 

12  10     1  Sundry  unpaid  Accounts    .         .  .  .  .  .  .  .  .  .         12  16     8 


£11,240     9     9  £9,754     1     5 
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i/ear  ending  31  March  1916. 


®r. 


1916. 


Journal — 

Printing  of  Nos.  262,  263,  264. 
Editorial  Expenses 


432 

4 

10 

46 

10 

5 

->9 

o 

5 

829 

2 

0 

■274 

1 

0 

oo 

1 

0 

2r,s 

1 

0 

127 

1 

0 

126 

0 

0 

600 

0 

0 

416 

7 

0 

So 

1 

11 

2S  11 

2 

117 

16 

9 

89 

16 

10 

14 

2 

5 

Less  Sales  during  the  year    . 

Library — Binding,  Purcliases,  &r. 
ileetinss      .         .         .         .         . 


Examination  charges    ........       293  14  10 

Less  Fees  received  from  Candidates  (1915)    . 

Tutors  for  classes  in  Parts  I  and  II  for  1914-15  and  1915-16 
Less  Fees  received  from  Students 


£     s. 

d. 

£  s.    .i. 

369  3 

9 

71  5 

0 

440  8 

9 

168  12 

6 

271  16  3 
31  6  4 
36  5  0 

293  14 

10 

135  9 

0 

241  10     0 


Office  Expenditni-e — Rent     .... 
Salaries 

House  expenses    . 
Fire  and  other  Insurance 
Stationery  and  Printing 
Postage  and  Telegrams 
Sundries 


600 

0 

0 

449 

2 

6 

63 

19 

11 

29 

0 

9 

89 

11 

8 

33 

2 

7 

5 

8 

3 

158     5  10 


241   10     0 


1,801  16     1 
lOo     0     0 


11J47     2    S 


1,270 
130 


Donation  to  H.R.H.  The  Prince  of  Wales'  Xational  Relief  Fund  . 
Cost  of  Bust  of  Sir  George  Hardy,  K.C.B.         ..... 

Amount  written  off  in  respect  of  decrease  in  value  of  Stock  Exchange 

Securities  ............    1,833 

Amount  of  Funds  at  the  end  of  the  year  as  per  Balance  Sheet     .  .    9,741 


5     8 
0     0 


5     3 

4     9 


£18,273     0     3 


Fxamined  and  found  correct,  17  April  1916. 
ARTHUR  TAYLOR,  ) 

ROBT.  S.  B.  SAVERY,       [Atiditom. 
GEORGE  H.  LAWTON,    ) 


£13,713  19     1 


year  ending  31  March  1916. 


£      s.   d. 

197     8  11  Sales  (excluding  Journal)  .... 

202     2     5  Stock  (excluding  Journal)  at  the  end  of  tiie  year 


£  s.  d. 
180  0  3 
297  15     7 


£899  11     4 


Examined  and  found  correct,  17  April  1916. 
ARTHUR  TAYLOR,  ) 

KOBT.  S.  B.  SAVERY,       [Auditors. 
GEORGE  H.  LAWTON,    ) 


£477  15  10 


31  March  1916. 


d.  ASSETS. 

0  £3,000  Natal  3  per-cent  Inscribed  Stock  .... 
0  £1,200  Metropolitan  Railway  3k  per-cent  Debenture  Stock  . 
0  £2,000  Great  Eastern  Railway  4  per-cent  Debenture  Stock  . 
0  £1,000  Great  Northern  Railway  Preferred  Ordinary  Stock  . 
0  £1.350  Great  Western  Railway  4h  per-cent  Debenture  Stock 
0  £1,000  Dominion  of  Canada  H  per-cent  Registered  1930-50  Stock 
0  £1,000  New  South  Wales  3^  p'er-cent  Inscribed  1930-50  Stock 
0  £600  Belgian  Government  3  per-cent  Sterling  Loan  of  1914 

3  Stock  of  Publications  (excluding  Journal)  in  hand 
0  Cash  on  Deposit  Account      ..... 

4  Cash  on  Current  Account  and  in  hand    . 
0  Subscriptions  in  Arrear  ..... 

£769.  15*.  6d.  War  Stock,  4.1  per-cent,  1925-45  :G.  F.  Hardy  Fund) 

Fxamiued  and  found  correct,  17  April  1916. 
ARTHUR  TAYLOR,  ) 

I £11,240     9     9  ROBT.  S.  B.  SAVERY,       [Auditors. 

-  GEORGE  H.  LAWTON, 


£  *. 

2.370  0 

l.OOS  0 

1,980  0 

835  0 

1,431  0 

937  8 

S90  0 

■4S0  16 

202  2 

500  0 

417  3 

189  0 


£   *.  d. 

1,875  0  0 

874  10  0 

1,662  10  0 

686  5  0 

1,216  13  9 

726  5  U 

700  0  0 

357  15  o 

297  15  7 

527  12  4 

61  19  0 

767  15  9 


£9,754  1  5 
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Lieutenants  C.  Bichvell,  H.  H.  Phillips,  and  (i.  H.  Pollock  ;  Corporal 
J.  B.  E.  Tombs  ;  and  Privates  C.  J.  Elliott  and  E.  H.  M.  Gumprecht, 
also  died  in  the  service  of  their  King  and  Country. 

The  Annual  Subscriptions  and  the  Entrance  Fees  appearing  in  the 
ReA'enue  Account  amounted  to  £1.339.  os.  6d..  as  compared  with 
£'2.111.  11.9.  Od.  received  in  the  previous  j'ear.  The  difference  is 
mainly  due  to  the  fact  that  the  ('ouncil  have  waived  subscriptions  for 
the  period  of  the  war  in  the  case  of  Members  and  Probationers  serving 
with  the  Forces.  The  Income  and  Expenditure  for  the  vear  were 
£1,799.  Os.  8d.  and  £2,139.  9^.  Id.  respectively. 

Three  years  ago  the  Stock  Exchange  Securities  held  h}'  the  Institute 
wei'e  written  down  to  the  value  of  the  day.  In  view^  of  the  heavy  further 
depreciation  due  to  the  war,  the  Council  have  now  considered  it  advisable 
to  write  off  the  sum  of  £1,833.  5*.  'id.,  and  this  amount  accordingly 
appears  as  an  item  of  expenditure  in  the  Revenue  Account. 

Last  year  the  Council  were  able  to  report  that  over  180  Members 
and  Probationers  of  the  Institute  in  the  United  Kingdom  and  the 
Colonies  had  joined  His  Maiest3''s  Forces.  The  number  lias  now 
grown  to  300,  a  figure  which  includes  39  Fellows  and  60  Associates. 

Owing  to  the  absence  of  so  many  Members  of  the  Institute  on  war 
service,  and  to  the  great  amount  of  official  work  which  has  fallen  upon 
those  who  remain,  the  Council  decided  in  November  last  not  to  hold  any 
Ordinary  General  Meetings  until  further  notice.  The  arrangements  that 
had  already  been  made  for  the  session  were  therefore  cancelled.  Tlie 
Examinations  announced  to  take  place  this  year  were  also  abandoned, 
and  the  Classes  for  Parts  I  and  II  discontinued.  The  usual  quarterly 
issue  of  the  Journal  has  been  suspended,  but  arrangements  have  been 
made  for  the  publication  of  a  new  number  from  time  to  time.  The 
deliberations  of  the  Committee  appointed  to  consider  the  question  of  the 
formulation  of  a  uniform  scheme  of  Pension  Fund  notation  have  also 
been  postponed. 

The  Council  have  no  intention  at  present  of  resuming  the  normal 
activities  of  the  Institute,  but  should  more  favourable  circumstances 
intervene  soon  enough  to  enable  them  to  do  so,  they  will  at  once  reconsider 
the  position.  An  Ordinary  (leneral  Meeting  will,  however,  be  held  in 
November  at  which  the  new  President  will  deliver  an  Address. 

A  Special  Meeting  was  held  on  the  11th  January,  when  the 
G.  F.  Hard}'  Memorial  Committee  handed  over  to  the  Council  the 
Fund,  amounting  to  £767.  lo-y.  9d.,  subscribed  to  commemorate  the 
life  and  work  of  Sir  George  Hardy.  The  Council  will  in  due  course 
appoint  a  Committee  to  deal  with  the  administration  of  the  Fund.  A 
bronze  bust  of  Sir  George  Hardy,  executed  for  the  Institute  by  Mr. 
Gilbert  Bayes,  was  unveiled  at  the  Meeting.  A  full  report  of  the 
proceedings  has  already  appeared  in  the  Journal. 

A  revised  edition  of  Part  I  of  the  Ttxt-Bonk  has  been  jirepared 
b}'  Mr.  R.  Todhunter  and  has  been  published  during  the  year.  Although 
the  changes  have  not  materially  altered  the  general  character  of  the 
volume,  they  have  involved  a  large  amount  of  work,  and  the  thanks 
of  the  Members  are  due  to  the  author  for  the  time  and  labour  devoted 
to  the  task. 

The  stock  in  hand  of  the  Institute  publications  on  31  March  was  as 
follows  : 

No.  of  Co]>ies  Descriiition  of  Work 

26,764  ....  Parts  of  Journal. 

738         ....  Tude-t  to  Vols.  1  to  40. 

1,873         ....  Text-Book,  Part  I  (Revised  Edition). 

131  ...  .  2Vx^-BooZ-.  Part  II  (Second  Edition). 
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No.  of  Copies 
636 
738 
390 

1,059 

39  in  cloth  > 
2,331  in  paper  ) 
1,531 

1,200 

709 
1,438 

931 
1,513 

322 

263 
667 
665 

643 

791 

1,500 

9  Mai/  1916. 


Description  of  Work 
Government  Joint- Life  Annuity  Tables. 
Select  Life  Tables. 
A  Short  Collection  of  Actuarial  Tables  (New 

Edition). 
Frequency-Curves  and   Correlation  (\V.   I*. 

Elderton). 
C  Lectures  on   Finance  and   Law   (Clare  and 
I      Wood  Hill). 
Lectures    on    the    Companies    Acts    (A.   C. 

Clauson). 
Lectures  on  the  Law  of  Mortgage  (\V.  G. 

Hayter). 
Lectures   on  the    Measurement    of    Groups 

and  Series  (A.  L.  Bowley). 
Lectures  on  the  Construction  of  Tables  of 

Mortality,  &c.  (Sir  G.  F.  Hardy,  K.C.H.). 
Lectures   on   Stock   Exchange   Investments 

(J.  Burn). 
Lectures     on     Friendly     Society     Finance 

(Sir  A.  W.  Watson). 
South  African  War  Mortality  (F.  Schooling 

and  E.  A.  Ensher). 
Life  Assurance  Law  (A.  R.  Barrand). 
British  Offices'  Valuation  Tables. 
British    Offices'    2f    per-cent     Temporary 

Annuity  Values. 
Transactions  of    the    Second    International 

Congress  of  Actuaries. 
Index    to    Transactions    of    Seven    Inter- 
national Actuarial  Congresses. 
Examination  Questions,  1911-15. 


PROCEEDINGS  AT   THE   ANNUAL   GENERAL  MEETING. 

The  Sixty-ninth  Annual  General  Meeting  of  the  Institute  of  Actuaries 
was  held  in  Staple  Inn  Hall,  Holborn,  on  Monda}',  5  June  1916,  Mr.  Eenest 
AVooDS  (the  President)  in  the  Chair. 

Mr.  A.  D.  Besant  (Honorary  Secretary),  read  the  notice  convening  the 
fleeting  and  the  Minutes  of  the  Sixty-eighth  Annual  General  Meeting, 
which  were  confirmed.     The  Report  and  Accounts  were  taken  as  read. 

The  President,  in  moving  the  adoption  of  the  Report  and  Accounts, 
said  that  when  making  a  similar  motion  a  year  ago,  he  had  remarked 
that  no  President  of  the  Institute  since  its  foundation  had  ever  had 
to  move  the  resolution  at  a  more  eventful  or  momentous  time.  The  crisis 
which  then  seemed  so  severe  still  continued,  and  its  end  did  not  yet  appear 
to  be  in  sight.  The  battle  for  right  and  justice  was  prolonged,  and  must 
be  continued  until  a  victorious  ending  gave  them  the  lasting  peace  which 
they  and  all  their  Allies  were  determined  to  achieve. 

He  supposed  that  every  one  of  the  members  was  working  to  the  best  of 
his  ability  and  according  to  his  station  in  life  to  assist  in  the  great  effort, 
but  a  tribute  of  special  honour  sliould  be  paid  to  those  three  hundred  men 
who  had  gone  forth  from  the  Institute  to  serve  their  King  and  country  in  the 
Navy  and  Armj'.  Alas!  twelve  had  already  fallen,  six  members  and  six 
probationers,  and  among  them  one  whose  abilitj'  and  character  gave  promise 
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of  a  brilliant  future — Captain  Fippard.  They  had  to-day  heard  of  the  loss 
in  the  North  Sea  action  of  Naval  Instructor  Harrj'  Wallis,  who  became  an 
Associate  in  1913.     He  was  serving  in  H.M.S.  Indefati^^able. 

They  had,  too,  to  regret  the  loss  of  other  Members  who  had  done  good 
service  in  the  profession.  Z\Ir.  Smither  became  a  Fellow  more  than  fifty 
years  ago,  and,  although  he  had  not  taken  any  active  part  in  their  proceedings, 
he  was  a  man  of  marked  abilitj',  and  those  wlio  had  opportunities  of  meeting 
him  in  business  could  not  but  recognize  his  sterling  qualities.  Mr.  Cross 
died  at  a  comparatively  early  age.  He  had  served  on  the  Council  for  eight 
rears,  and  acted  as  Examiner  on  four  occasions.  His  amiable  disposition 
<?ndeared  him  to  all  who  knew  him. 

They  had  recently  seen  in  London  Professor  Savitch,  their  Corresponding 
]\Iember  for  Russia,  who  brought  good  accounts  of  the  efforts  of  his  fellow- 
countrj'msn  in  the  common  cause,  and  expressed  the  regret  he  felt  at  the 
postponement  of  the  Meeting  of  the  Congress  in  Petrograd.  A  Corresponding 
Member  for  another  allied  country.  France,  their  old  and  esteemed  friend 
Monsieur  Quiquet,  had  within  the  last  few  weeks  written,  sending  copies  of 
circulars  which  the  Council  of  the  "  Institut  des  Actuaires  Fran^ais  "  had 
been  issuing  from  time  to  time,  giving  accounts  of  their  members  sen'ing 
in  the  Frencli  Army,  of  whom  many  had  distinguished  themselves  in  the 
face  of  the  enemv,  and  some  had  given  their  lives  for  their  country.  He 
reported  that  their  Belgian  Corresponding  Members,  Messrs.  Eegault, 
Hankar  and  Lepreux,  were  in  Brussels,  and  in  good  health.  He  (the 
President)  had  written  twice  to  M.  Begault,  but  apparently  he  had  not 
received  the  letters. 

They  congratulated  themselves  last  year  on  the  fact  that  the  Institute 
liad  been  able  to  continue  its  meetings,  but  as  the  War  and  its  urgent  calls 
continued,  the  Council  felt  that  it  would  be  quite  out  of  place  to  attempt  to 
"  carrv  on  "during  last  session,  and  as  the  members  were  aware  the}'  decided 
that  it  was  their  duty  to  call  a  halt.  That  halt  was  reflected  in  the  accounts, 
in  the  slight  falling-off  in  the  number  of  members  and  in  the  income,  the 
falling-off  in  the  latter  case  being  mainly  due  to  their  having  waived  the 
payment  of  subscriptions  for  the  period  of  the  War  in  the  case  of  members 
and  probationers  serving  with  H.M.  Forces.  On  the  other  hand  there  had 
been  a  saving  of  expense  in  connection  with  the  Journal,  and  there  would 
be  a  further  saving  in  connection  with  the  suspension  of  the  Examinations 
last  year,  which  would  appear  in  next  year's  accounts. 

As  to  next  session,  the  report  contained  a  promise  that  the  new 
President  would  deliver  an  address  in  November,  and  if  they  elected  the 
j,^entleman  whose  name  appeared  in  the  ballotting  list,  he  was  confident  that 
those  who  had  the  good  fortune  to  hear  him  would  enjoy  a  privilege  not  to 
be  lightly  esteemed.  As  to  the  other  activities  of  the  Institute,  time  alone 
would  show  whether  they  could  be  revived,  or  whether  they  would  again 
have  to  be  suspended. 

If,  however,  the  public  work  of  the  Institute  was  more  or  less  suspended, 
private  work  in  difficult  circumstances  continued,  and,  in  one  instance,  in  a 
quite  unexpected  quarter.  They  had  received  a  communication  from  the 
Board  of  Education  asking  for  assistance  in  providing  books  on  ''Life 
Insurance  ",  for  which  tlie  Board  had  received  an  application  from  some 
British  Prisoners  of  War  interned  in  a  camp  abroad.  All  honour  to  their 
colleagues  who,  in  the  duress  of  captivity,  "endeavour  themselves,  by  way 
of  amends,  to  be  a  help  and  ornament"  to  tlieir  profession. 

Although  such  of  their  members  as  were  not  serving  on  the  active  list 
had  had  additional  labour  thrown  on  them  in  their  official  positions,  they 
had  not  failed  in  the  various  tasks  outside  their  ordinary  work  which  had 
been  allotted  to  them.  It  would  be  invidious  to  mention  those  who 
were  serving  on  the  various  Committees  set  up  hj  the  Government  and 
other  public  bodies  whose  names  happen  to  be  known,  while  there  were 
so  many  others  doing  just  as   important  work,  but  work  which  was  not 


1916.]        Proceedings  at  the  Annual  General  Meetmg.  161 

so  prominently  in  the  public  view,  whose  names  had  not  been  brought  to 
their  notice.  He  thought,  however,  that  he  was  justified  in  referring  to 
the  work  of  Sir  Gerald  K3-an  and  Sir  Alfred  Watson  on  the  Departmental 
Committee  on  Approved  Society  Finance  and  Administration,  the  former  as 
Chairman  and  the  latter  as  Chief  Actuary  of  the  National  Health  Insurance 
Joint  Committee,  as  he  had  had  the  good  fortune  to  be  in  a  better  position 
than  others  to  observe  it.  The  Committee  bad  been  sitting  for  two  days  a 
week  for  three  months,  and  doubtless  manj'  of  them  would  have  seen  the 
Interim  Report  recently  published.  That  report  was  from  the  nature 
of  the  subject  very  complicated,  but  he  thouglit  that  if  its  recommendations 
were  adopted  by  Parliament  they  would  go  far  to  remed\'  the  more  serious 
defects  which  had  developed  in  the  practical  working  of  the  Act.  He 
lioped  that  abstracts  of  the  Report,  and  of  the  further  and  final  report 
which  the  Committee  would  doubtless  make  in  due  course,  would  be 
published  in  the  Journal. 

Mr.  W.  P.  Phelps,  in  seconding  the  motion,  said  the  report  was 
essentially  a  war-time  one,  and  as  the  President  had  dealt  with  it  in  detail 
there  was  no  need  for  him  to  say  much,  but  he  thought  that  the  rejjort 
might  be  considered  satisfactory.  The  two  chief  items  of  interest  were  the 
diminution  in  income  and  the  diminution  in  the  number  of  members.  The 
first  was  very  largely  due  to  the  result  of  the  action  of  the  Council,  which 
he  was  sure  everyone  would  appro s'e,  and  the  diminution  in  members  onl^' 
amounted  to  28,  and  was  to  be  expected.  When  peace  returned  he  had  no 
doubt  the  diminution  in  nunibeis  would  no  longer  exist,  and  that  the- 
membership  would  show  a  healthj'  expansion. 

The  motion  for  the  adoption  of  the  Report  and  Statement  of  Accounts 
was  then  piit  and  carried  unanimously. 

ELECTION    OF   OFFICERS. 

A  ballot  was  then  taken  for  the  election  of  the  President,  Vice- 
Presidents,  Council  and  Officers  for  the  ensuing  year  ;  and  the  Scrutineers, 
Messrs.  W.  C.  Sharman  and  A.  W.  Tarn,  subsequenth'  reported  that  the 
following  Fellows  recommended  by  the  Council  had  been  unanimously 
elected : — 

President. 
Samuel   Geokge   Waexee. 

Vice-Presidents. 
Lewis  Fbedebick  Hovil.  I    Ralph  Todhuntee,  M.A. 

Robeet  Ruthven  Tilt.  |    Abthue  Digby  Besaxt,  B.A. 

Council. 

*George  Ebxest  Mat. 


Thomas  Gans  Ackland. 
Henet  James  Bakee. 
Aethue  Digby  Besant,  B.A 
Joseph  Bukn. 


Alfbed  Mookhouse. 

Haeey  Ethelston  Xightixgale. 

Sib  Geeald  Hemmingtox  Ryan. 


FBEliEEICK   TiJEOTHY   MaSOX  i       RiCHAED    GeOEGE    SaLMOX. 

Byees.  !     Johx  Spencer. 

Charles  Ronald  Vawdbey  I     Alfred  Chables  Thobx. 


COUTTS. 

William  Palix  Eldertox. 
^Oswald  Toyxbee  Falk,  B.A. 

DuxcAx  CuMMiXG  Frasee,  M.A 

Lewis  Fredeeick  Hovil. 
^Charles  William 
Kenchixgton. 

OwEX"  Kentish. 

Geobge  Kixg. 

Geoffeey  Mabks. 

*  New  Members  of  the  CounciL 


Robeet  Ruthven  Tilt. 

Ralph  Todhunteb,  M.A. 

Samuel  George  Waeneb. 

Sir  Alfred  William  AVatson. 

James  Douglas  Watson. 
*Arthur  Thomas  Winter. 

Ernest  AVoods. 
*WiLLiAM  Arthur  Workman. 

Frank  Berteand  Wyatt. 
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Treasurer. 
SiE  Alfred  William  Watsox. 

Honorary  Secretaries. 
Joseph  Buen.        |     James  Douglas  Watsox. 

Mv.  S.  G.  Waexer  (President-Elect),  in  returning  thanks  on  his  on-ii 
hehalf  and  on  that  of  his  colleagues  included  in  the  election,  said  that  no 
event  in  the  whole  course  of  his  life  had  given  him  greater  pleasure  than 
the  mark  of  confidence  shown  hw  his  election  as  President.  He  wished 
that  he  were  better  able  to  justify  it,  but  to  the  utmost  extent  of  his  power 
he  promised  to  trj-.  He  had  personal  recollection  of  those  who  had  filled 
the  office  for  the  last  thirty  years,  and,  recalling  them  to  mind,  varying 
widelv  as  they  had  done  in  temperament,  training  and  personality,  and  yet 
each  one  devoting  to  the  work  his  utmost  capacity,  enriched  by  the  resources 
of  his  experience,  it  was  impossible  not  to  feel  a  strong  sense  of  inheriting 
a  o-reat  and  worthy  tradition.  Members  met  for  the  present  election  in 
unique  conditions.  Two  j^ears  ago,  when  Mr.  Woods  took  office,  the 
catastrophe  of  war  was  very  near,  but  entirely  unsuspected.  In  the  course 
of  the  following  few  weeks  the  blow  fell,  and  his  (Mr.  Woods's)  term  of 
tenure  had  been  an  anxious  and  trying  one,  marked,  as  all  would  agree,  b}' 
a  tact  and  discretion  which  had  been  of  the  highest  value.  The  clouds  were 
still  over  them,  and  they  were  in  the  midst  of  their  time  of  trial.  Great 
questions  might  arise  for  settlement,  on  some  aspects  of  which  their  advice 
niio-ht  be  sought,  and  it  was  in  those  circumstances  a  great  comfort  to  him 
personalh'  to  know  that  in  those  whom  the  members  elected  along  with 
him  he  had  a  band  of  trusted  friends,  on  whose  help  he  could  always  rely. 
Speaking  on  their  behalf  as  well  as  his  own,  they  felt — and  very  gladly  felt 

that  they  had  also  in  the  whole  of  the  members  of  the  Institute  a  band 

of  friends,  common  workers  with  them  in  the  cause  of  maintaining  the 
hio-b  repute  of  the  profession.  They  entered  on  the  present  Institute  year 
a  scattered  company.  Manj'  of  their  number,  as  they  were  proud  to  know, 
were  standin*;  in  the  breach  against  the  enemies  of  the  Empire,  and  risking 
their  lives  in  its  defence.  Those  who  remained  at  home  had  their  share  of 
responsibility  in  carrying  on  the  countiy's  work  ;  and  that  the  actuaries' 
share  in  that  work  might  grow  in  influence,  in  importance  and  in  dignity 
was  the  end  towards  which  the  efforts  of  all  those  whom  the  members  had 
elected  that  day  would  be  sincerely  directed. 

On  the  motion  of  Mr.  Beexaed  Woods,  seconded  by  Mr.  B.  0.  Worth. 
Messrs.  Robert  S.  B.  Saver^'  and  George  H.  Lawton  were  re-elected,  and 
Mr.  Wallace  Mouat  Jones  elected,  Auditors  for  the  ensuing  year. 

Mr.  Frederick  Schooling  (Past-President),  in  proposing  a  vote  of 
thanks  to  the  President,  Vice-Presidents,  Council  and  Officers,  including  the 
Assistant-Secretary,  for  their  services  during  the  past  year,  said  that 
although  perhaps  not  so  much  ordinary  work  had  devolved  upon  those 
o-entlemen  as  would  have  been  the  case  if  the  war  were  not  prevailing, 
nevertheless,  as  the  President  had  said,  they  had  in  their  individual 
capacities  much  work  thrown  upon  their  shoulders.  Many  of  them, 
including  the  President,  were  engaged  in  most  important  duties,  on 
Committees  and  in  other  ways,  and  had  rendered  valuable  assistance. 
Mr.  Phelps  had  remarked  that  the  report  was  satisfactory.  Per- 
sonally he  thought  it  might  be  said  to  bevery  satisfactory,  considering 
the  unique  circumstances  which  the  Institute  had  passed  through  in 
common  with  everyone  else.  He  Avas  extremely  sorry  the  war  had 
prevented  the  Intel-national  Congress  from  being  held  at  Petrograd  as 
arranged,  because  the  President,  Mr.  Woods,  had  put  in  a  tremendous 
amount  of  hard  work  in  connection  with  the  International  Congresses  and 
had  represented  this  country  on  many  previous  occasions  at  those 
o-atherino-s,  and  it  would  have   been   an   appropriate   culmination   of   his 
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e£Eort.s  if  he  could  have  attended  one  of  the  Congresses  as  President  of  the 
Institute.  The  Secretaries  had  no  douht  had  rather  an  easy  time,  although 
they  had  had  to  decide  some  kuott}'  questions,  and  the  Assistant  Secretary 
had,  as  usual,  given  his  ver^-  best  aid. 

Mr.  Hexey  Cockbuhn  (Past-President)  in  seconding  the  motion,  said 
he  was  quite  sure  that  the  President  and  Council  in  times  of  difficult}'  and 
uncertainty  had  acted  on  behalf  of  the  members  with  all  care  and  circum- 
spection. 

The  resolution  was  put  to  the  meeting  by  Mr.  Schooling  and  carried 
with  acclamation. 

The  Pbesident  thanked  the  members,  on  behalf  of  the  Council,  the 
Officers  and  himself,  for  the  kind  vote  Avhich  they  had  passed.  It  was 
perhaps  rather  ungrateful  on  his  part  to  take  exception  to  what 
Mr.  Schooling  had  said  in  regard  to  the  Secretaries  having  had  rather  an 
easy  time  during  the  past  year,  but,  as  a  matter  of  fact,  that  was  not  the 
case.  There  had  always  been  a  great  deal  of  work  for  them  to  do.  He 
particularly  wished  to  refer  to  the  help  the  Council  always  received  from 
Mr.  Jarvis,  the  Assistant  Secretarj-.  Mr.  Jarvis's  clerk  had  been  called  up 
for  national  service  and  Mr.  Jarvis  was  doing  not  only  his  own  work  but 
that  of  his  clerk  as  well.  There  was  another  class  of  members  who  were 
not  Officers,  who  deserved  a  vote  of  thanks,  namelj',  those  who  during  the 
past  session  had  either  already  written  papers,  or  had  gone  a  long  way  in 
that  direction,  but  who  did  not  have  the  opportunity  of  reading  them  before 
the  Institute. 

Mr.  A.  W.  Taen,  in  moving  a  hearty  vote  of  thanks  to  the  Auditors 
(Messrs.  Taylor,  Savery  and  Lawton)  for  their  services  during  the  past  vear, 
said  the  task  had  been  allotted  to  him  on  previous  occasions  of  proposing  a 
similar  resolution,  but  he  proposed  it  on  tbe  present  occasion  with  special 
pleasure,  because  the  senior  auditor  was  one  of  his  colleagues.  In  ordinarv 
years  the  Institute  had  shown  its  high  appreciation  of  the  services  of  the 
auditors,  who  acted  in  a  purely  honorary  capacity ;  but  in  the  past  year, 
during  such  a  strenuous  time  and  when  the  staffs  of  the  offices  were  so  much 
depleted  and  so  much  extra  work  thus  fell  upon  those  who  remained,  it  was 
a  real  sacrifice  on  the  part  of  the  auditors  to  give  their  time  in  auditing  the 
accounts  of  the  Institute. 

Mr.  J.  C.  Peter  seconded  the  motion,  which  was  carried  unanimously. 

Mr.  Geoege  H.  Lawtox,  in  the  absence  of  his  senior  colleagues, 
thanked  the  members  for  their  kindness  in  passing  the  resolution. 

The  Peesidext  announced  that  that  concluded  the  business  of  the 
meeting,  which  stood  adjourned  to  a  date  thereafter  to  be  settled  b\-  the 
Council. 
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The  following  works  have  been  added  to  the  Library  since   the 
publication  of  the  Journal  for  October  1915: 

By  whom  presented 
(luhen  not  purchased). 
Accountants  and  Auditors,  Society  of  Incorporated. 

List  of  Members,  &c.,  1915-16.  The  Society. 

Accountants,  Institute  of  Chartered,  in  England  and  Wales. 

List  of  :Members,  1916.  The  Imtitide- 

Acert)oni  (A.). 

Ensays  de  una  Tabla  de  Mortalidad  de  la  Poblacion  de  )  ^,      ,    ,, 

Buenos  Aires.     1916.  3  The  Author. 


164  The  Institute  of  Actuaries.  [Oct. 

By  whom  presented 
{when  not  purchased). 
Actuarial  Society  of  America. 

Transactions,  1915-16.  J'he  Society. 

Containing  inter  alia — 

"  Preminm  Loadings  and  Expense   Limitations  ", 

by  E.  E.  Rhodes. 
"Annuities   with   participation   based  upon  select 

and   ultimate  McClintock   Tables",  by   1).  P. 

Fackler. 
"  Requirements    as   to    health    nndfr  applications 

for  reinstatement  of  Policies.    Mortality  under 

reinstated  Policies",  by  A.  Hunter. 
"  ]\[ilitary   Service  and   its   bearing  on  tlie  Policy 

contract.    Tlie  recent  European  Warexperience 

of  the   Mutual   Life   Insuraiue   Co.   of    New 

York  ",  by  J.  S.  Thompson. 
"  Note  on  the  Mortality  Experience  of  the  Mutual 

Life  Insurance  Co.  of  New  York  ",  by  \V.  A. 

Hutcheson. 
"A  practical  rating  for  Over\vei<rhts  ",  by  A.  A. 

Welch. 
"  Valuation  of  Policies  grouped  as  to  age  attained '', 

by  A.  D.  Watson. 
"  Mortality    Experience    of    the    Worcester    Fire 

Society  ",  by  C.  R.  Fitzgerald. 
''  Note  on  Graduation  by  Adjusted  Average  ",  by 

R.  Henderson. 
"  The  European  War  Risk,  with  particular  reference 

to  the   practice  and  experience  of    Canadian 

Companies",  by  A.  B.  Wood. 

Actuarial  Society  of  New  South  Wales. 

Proceedings,  1916.  The  Socieii/. 

"  National  Economy  ",  by  R.  Latham. 
"  The  Valuation  of  a  special  type  of  Henefit  Fund  ", 
by  S.  Bennett. 

Actuarial  Society  of  Sweden. 

Transactions,  1915-16.  The  Society. 

Actuaries,  Faculty  of. 

Transactions,  1915-16.  The  Faculty. 

Containing  inter  alia — 

"  Inaugural  Address",  by  G.  M.  Low. 
"An    analysis    of    the    profit    from    Endowment 
Assurance     and     Whole-Life     Policies",    by 
W.  A.  Robertson  and  A.  G.  R.  Brown. 

Actuaries,  Institute  of. 

Examination   Papers:  Part   I,   1871,    1872,  and  1874. 

Part   11,1871   and   1875.     Part  III,   1855,  1857, 

1867,  and  1874-1876.  j-  A.  D.  Besanf. 

Syllabus    of    Examinations     for    the     Certificate     of 

Competency,  1873. 

American  Mathematical  Society. 

Transactions,  1915-16.  7Vie  Socieli/. 

American  Statistical  Association. 

Transactions,  1915-16.  The  Association. 

Australian  Mutual  Provident  Society. 

Sixty-seventh  annual  report,  1916.  The  Socieli/. 
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By  whom  presented 
(ivhen  not  purchased). 


The  Ai'tJw) 


Purchased. 


Besso  OS..). 

The  "  Philobiblon  "  of  Eichard  De  Bury,  Bishop  of  ) 
Durham.     La.  4to.     Rome.     1915.  ) 

"  Biometrika." 

Volume  XI,  Parts  1,  II,  and  III. 

Containing  inter  alia — 

"  On  criteria  for  the  existence  of  differential  death- 
rates  ",  by  Prof.  Karl  Pearson. 

"  On  the  correlation  between  the  '  corrected  '  Cancer 
and  Diabetes  death-rates  ",  by  C.  A.  Claremont. 

"  On  the  application  of  '  Goodness  of  Fit '  tables 
to  test  regression  curves  and  theoretical  curves 
used  to  describe  observational  or  experimental 
data",  by  Prof.  Karl  Pearson. 

Boag  (H.). 

Human  capital  and  the  cost  of  the  War.     1916. 

Bowley  (A.  L.), 

Au   elementary   Manual   of    Statistics.      2nd   edition.  "1 
8vo.     1915.  / 

Braun  (Dr.  H.). 

Extra-Premien  voor  verblijf  van  verzekerden  buiten  [  Nationals  Levent- 
Europa,     8vo.     Eotterdam.     1915.  )  verzekering-BanJc. 

Brend  (Dr.  W.  A.). 

An  enquiry  into  the  statistics  of  deaths  from  violence  ") 

and   unnatural   causes   in   the    United    Kingdom.  >      The  Fvllishers. 
8vo.     1915.  ) 

Casualty  Actuarial  and  Statistical  Society  of  America. 
Proceedings,  1915-16. 

Cathles  (L.  M.). 

Is  a  new  Mortality  Table  necessary  ? 


The  Author. 


The  Publishers. 


1915. 


Dallas,  Texas.  "^ 


Chappell  (E.). 

Five-figure  mathematical  tables,  consisting  of  logs  and  ^ 
cologs,  illogs,  lologs  and  illologs,  together  with  an 
explanatory  introduction  and  numerous  examples. 
Also    trigonometrical    functions    with    subsidiary 
tables.     8vo.     1915. 

Chartered  Insurance  Institute,  Journal  of  the 
Vol.  18.     8vo.     1915. 
Containing  inter  alia — 

"Life  saving  ms  a  function  of  Life  Insurance", 

by  Dr.  E.  L.  Fisk. 
"  Reversions  and  Life  Interests  ",  by  H.  R.  Sturt. 
"  The  trend  of  modern  Life  Assurance  ",  by  W.  A. 

Robertson. 
"  The  Workmen's  Compensation  Act,  1916  :    Its 
amendment    and    relation    to    National    In- 
surance", by  T.  F.  Lister. 

Collie  (Sir  John),  M.D. 

Neurasthenia,  what  it  costs  the  State.     1916.  ") 

The   effects   of  recent   legislation  upon   sickness  and  > 

accident  claims.     1916.  ) 

VOL.    L. 


The  Society. 
The  Author. 

Purchased. 
The  Institute. 


The  Author. 
N 
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Denmark.  f 

Beretning  fra  Forsikringsraadet  for  aaret  1914.  ^ 

Economic  Society  (Royal). 
Jouvnalof  the,  1915-16. 

Exigenics  Laboratory  Memoirs. 

XII     Trpasurv  of  Human  Inheritance,  Parts  V  and  \  1. 1 
"410.     1911.  -' 

Fisher  (A.).  ,    •.   -, 

The    mathematical    theory    of    Prolmhihties   and    its  | 

application    to   frequency-curves    and    statistical  V 

methods.     8vo.     1915.  J 

Fisk  (Dr.  E.  L.)  ^t      v    i    ^ 

Increasing  mortality  in  the  United  States.     New  York.  | 

1916.  ^ 

Flygare  (N.).  ,      •  o      •     ^ 

Meddelanden  angaende  For.akringsvasendet  i  Sver.ge| 

for  ar  1914.     4to.     Stockholm.     1916.  }i 

Receuil  de  Documents  relatifs  aux  Assurances  sur  la 
vie.  No.  2.  Reglementatiou  du  Controle.  8vo. 
Paris.     1915. 

Gale  (J.  G.).  „    .        ,   .  ^ 

Matematicas  Financieras.      Primera  Parte       ^"tereses  ^ 

y  Anualidades  Ciertas.   8vo.    Buenos  Aires.    1916.  ) 

Gibb  (D.).  .    ,  •  *        .    „  ^ 

A  course  in  interpdatJon  and  numerical  integration.  | 

8vo.     1915.  ' 

Glaisher  (J.  W.  L.).  .    ,  ,p  , ,         o  .„  ^ 

Report  of  Committee  on  Mathematical   Tables.     S^o.\ 

1873.  ^ 

Gumbell  (E.  J.).  ^      ,  ^ 

Die     Berechnung     des     Bevolkerungsstandes      durch  "^ 

Interpolation.     Leipzig.     1916  ^ 

Die    Versuche    eines    mathemat.schen     Gcsetze.    dei  v 

Bevolkerungszunahme.     Miinchen.     19ib.  > 

Henderson  (R.). 

Mortality  Laws  and  Statistics.     8vo.     191o. 

Hendry  (W.).  ^  r  r    *         ^      ^ 

The  method  of  calculating  the  values  of  Life  Annuities,  )_ 
Assurances,  &c.,  with  Tables.     Svo.     Hull.     1820.) 


By  whom  presented 
(when  not  purchased). 

The  Danish 
Government. 


Purchased. 


Purckased. 


Purchased. 


The  Avthor. 


The  Avthor. 


The  French 
Oovernment. 


The  Author. 


Purchased. 


J.  Spencer. 


The  Author. 


Purchased. 


H.  Cockbiirn. 


^""HUtoltof  coinage  and  C,.r,e„c,  m  the  United  States,  |  Londo.  ScM  of 
New  York.     Vd\j6. 


Hersch  (Dr.  L.). 

La   Mortalite   chez   les   neutres  en  temps  de  guerre.  \ 
Paris.     1915.  ■' 


Purchased. 
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Hoffmaun  (Dr.  F.  L.). 

The    mortality    from    Cancer    throusliout   the    world. 
8vo.     ^e^vark,  X.J.     191.5. 

Holland. 

Archief  voor  de  Verzekering-s-Wetenschap.     1915-16. 
Mededeelingen  der  Vereeniging  voor  Levensverzekering. 

Dordrecht    Levensverzekeriiig-Maatschappij.     Verslag ) 
over  het  jaar  1915.  ) 

Nationale     Levensverzekering-Bank.        Verslag     over ") 
het  jaar  1915.  ) 

Institute  of  Actuaries  Students'  Society. 

Journal  of  the.     Vol.  1.     Xo.  5.     8vo.     1915. 

Institute  of  Bankers. 

Journal  of  the,  1915-16.  ) 

Catalogue  of  the  Library,  4ta  edit.     Svo.     1915.  j 

Insurance  Institute  of  America. 

Proceedings  of  the  Seventh  Conference.     Svo.     1915. 

Insurance  Institute  of  London. 

Journal  of  the.     Vol.   VIII.     1914-15. 

Insurance  Institute  of  Toronto. 
Proceedings,  1915-16. 
Containing  inter  alia  — 

"  Lapsed,  surrendered,  and  not-taken  Policies",  by 

B.  W.  N.  Grigg. 
"  International  Exchange  ",  bv  M.  A.  Mackenzie. 


By  whom  presented 
(when  not  purchased). 

Prudential 

Insurance  Co. 

of  America. 

The  Society. 
The  Society. 

The  Company. 
The  Company. 

The  Society, 

The  Institute. 

The  Institute. 
The  Institute. 
The  Institute. 


Italy. 


Bolletino  di  Xotizie  sul  Credito  e  suUa  Previdenza. 


Japan. 

Japanese  Insurance  Year- Book,  1913.     Svo. 

Knibbs  (G.  K.)  and  Barford  (F.  W.). 

Studies  in  statistical  representation.  III.  Curves,  their  ^ 
logarithmic  homologues  and  autilogarithmic  i 
generatrices.     Sydney.     1915.  j 

Life  Offices'  Association. 

Minutes,  etc.,  of  the  Meetings  of  the  Standing ") 
Committee,  1915-16.  ) 

London  Mathematical  Society. 
Proceedings,   1915-16. 

Maluquer  y  Salvador  (J.). 

Union  Internationale  des  Assurances.     Madrid.     1916. 


Mittra  (B.  B.). 

ilanual  of  Life  Assurance.     Svo.     Calcutta. 


1916. 


Mutual  Life  Insurance  Co.  of  New  York. 

E.xhibit,    Paris    Exjiosition,    1900.     4to.     Xew    York.  \ 
1900.  i 


The  Italian 
Government. 

A.  J.  Cook. 


The  Avthors. 

The  Association. 

The  Society. 
The  Author. 
The  Author. 


The  North  British 

and  Mercantile 

Insurance  Co. 
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Napier  Tercentenary. 

Memorial  Volume,  edited  liy  C.  G.  Knott.     4to.     1915. 


By  whom  prefciited 
(icheti  not  pnrcliased). 


Purchased. 


Olifiers  (E.). 

Valuation    of    the   Death    Benefits    provided    by   the ' 

Workmen's    Compensation    Law    of    New    York.  \  The  Author. 

New  York.     1915. 


Oliver  (Sir  Thomas),  M.D. 

Occupations    from    the    social,   hypfienic    and    medical 
points  of  view.     8vo.     Cambridge.     1916. 


Purchased. 


Parliamentary  Papers. 
Acts  of  Parliament. 

Consolidated  Fund,  1915. 
Finance,  1915. 

Assurance    Companies.      Returns    to    the     Board    of 
Trade.     1915. 

Censuses. 

1911.  Eneland  and  Wales.  S\nnmary  Tables. 
Fol.     1915. 

Colonial  Acts  and  Bills. 

Canadian  Insurance  Act,  1910,  with  the  Winding-up 
Act  and  Heaulations  of  the  Treasury  Board 
regarding  the  acceptance  of  Securities  as 
Deposits  from  Insurance  Companies.  8\o. 
Ottawa.     1910. 

Life  Assurance  Companies.     Victoria.     1873. 

Colonies. 

Canada. 

Report  of  the  Superintendent  of  Insurance  for 
the  year  1914. 

New  South  Wales. 

Friendly  Societies.     Report  of  the  Registrar 

for  1914. 
Official  Year  Book,  1914-15. 
Statistical   Register   for    1914    and   previous 

years. 
Vital  Statistics.   Report  for  1914  and  previous 

years. 

New  Zealand. 

Friendly  Societies.  Thirty-eighth  Annual 
Report  of  the  Registrar,  1914. 

National  Provident  Fund.  Actuarial  examina- 
tion for  the  period  enJed  31  December 
1913.     1916. 

Official  Year  Book,  1915. 

Public  Superannuation  Fund.  Actuarial 
examination  for  the  triennium  ended 
31  December  1913.     1915. 

Statistics  of  the  Dominion  for  the  year  1914. 

Teachers'  Superannuation  Fund.  Actuarial 
examination  for  the  triennium  ended 
31  December  1913.     1915. 


Purchased. 
Purchased. 


The  Megistrar- 
General. 


The  Government 

'  Insurance 

Department. 

The  North  British 

and  Mercantile 

Insurance  Co. 


The  Government 
Insurance  Dept. 


The  Government 
of  N.S.  W. 


The  Government 
of  y.Z. 
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Parliamentary  Papers — {continued) . 
Victoria. 

Frieudly  Societies.       Thirty-seventh    Aumuil 

Report  of  the  Government  Statist,  1914. 

Twenty-sixth  Annual  Report  of  the  Registrar, 

1915. 
Statistical  Register  for  1914. 
Western  Australia. 

Friendly   Societies.     Report   of    Proceedings 
by    the    Registrar   for    the   year   ended 
30  June  1915. 
'Companies. 

Twenty-fourtli  Annual    Report  by  the  Board    of 
Trade.     Fol.     1915. 
Friendly  Societies. 

Building  Societies. 

Twentieth     Annual     Report     of     the    Chief 
Registrar  for   1914. 
Chief  Registrar's  Reports  for  1914. 
"Oovernment  Insurance  and  Annuities. 

Account  to  31  December  1915. 
National  Debt. 

Return  showing  Liabilities  and  Assets  at  the  close 
of    each    Financial    year   from    1835-36   to 
1915-16,  both  inclusive. 
Public  Trustee. 

Eighth  Annual  Report,  1916. 
Registrar-General.     England. 

Seventy-seventh  Auuual  Report  of  Births,  Deaths, 
and  Marriages,  1914. 
Registrar- General.     Ireland. 

Fifty-first    detailed    Annual    Report    of    Births, 
Deaths,  and  Marriages,  1914. 
Registrar-General.     Scotland. 

Sixtieth    detailed     Annual     Report     of     Births, 
Deaths,  and  Marriages.     (Abstracts  of  1914.) 
Venereal  Diseases. 

Report  of  the  Royal  Commission  on,  with  Minutes 
of  Evidence  and  Index.     Fol.     1914-16. 
Workmen's  Compensation. 

Statistics  of  Proceedings  under  the  Acts  of  1897 
and  1900,  and  the  Employers'   Liability  Act, 
1880.  during  the  year  1914. 
Tearl  (R.). 

Modes  of  research  in  Genetics.     8vo.     1915. 
Pedersen  (J.). 

Om  et  Livsforsikrings-selskabs  okonomi.    8vo.    Copen- ") 
hagen.     1915.  ) 

Periodicals. 

Accountants'  Magazine.  1 

American  Bankers'  Magazine.  j 

American  Economic  Review. 

Bankers'  Magazine. 

Bankers'  Magazine.     1907. 

Economist. 

Insurance  Record.  "> 

Journal  of  Political  Economy.     (Chicago).  : 

Post  Magazine.  i 

Post  Magazine  Almanack.  j 


By  whom  presented 
(when  not  purchased). 


The  Government 
of  Victoria. 


The  Government 
of  W.A. 


Purchased. 


Purchased. 


Purchased. 

The  Begistrar- 

General. 


Purchased. 


Purchased. 
The  Author. 

Purchased. 

The  Editor. 

Purchased. 

H.   W.  Andras. 

Purchased. 

The  Editor. 
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Phoenix  Assurance  Co.,  Ltd.,  1782-1915. 
Souvenir  Vi)lnme.     Ob.  8vo.      191fi. 


By  whom  presented 
{when  not  purchased). 

The  General 

Manager. 


Porter  (G.  R.). 

The  Progress  of  the  Nation  in  its  %-arious  social  and  ^ 
economic  relations  from  the  beginning  of  the  f 
Nineteenth  Century.  New  Edition.  By  F.  W.  C 
Hirst.     8vo.     1912.'  ) 

Schloss  (D.  F.). 

Insurance  against  unemployment.     8vo.     1009. 


Purchased. 


The  London  School 
of  Economic  and 
Political  Science. 


Scientific  and  Learned  Societies  of  Great  Britain  and  Ireland. 
Official  Year  Book,  191.5. 

Sellar  (A.  S.). 

Tables  for  computing  Income  'lax  at  3/6  in  the  £, ") 
showing  Income  Tax  and  also  net  amount  at  one  • 
inspection.     8vo.     1915.  j 

Stamp  (J.  C). 

Britisli  Incomes  and  Property.  The  application  of ) 
official  statistics  to  economic  problems.    8vo.    1916.) 

Statistical  Society  (Royal). 
Journal  of  the,  1915-16. 

Stock  Exchange  Official  Intelligence,  1916. 


Purchased . 
The  Author^ 

Purchased. 

TJie  Society. 
Purchased, 


Stoltz  (G.). 

Den  Statliga  Siukforsakringen  i  England.     Stockholm.  )  ,,    „, 

1915.         .1  «  ^  ^.  Is.Fhgare. 

Stuckey  (J.  J.). 

Table  of   Compound   Interest   at  \  per  cent,  and  ofj 

antilogarithms  to  sixty  figures  to  base  1'00125.  j-  Purchased. 

4to.     1915.  J 

"  Sunshine." 

Memorial        Number,        commemorating       Robertson ") 

Macaulav's  Presidency  of  the  Sun  Life  Assurance  r     T.  B.  Macaiday. 
Co.  of  Canada,  1873-1915.    Montreal.    8vo.    1915.  J 

Sweden. 

Euskilda  Forsakringsanstalter  ar  1913, 191-1,  av  Kungl.  "^  The  Swedish 

Forsakringsinspektionen.  3  Government. 


Swedish  Insurance  Society. 
Transactions,  1916. 

Switzerland. 

Rapport  du  Bureau  Federal  des  Assurances  siir  les  n 
Entreprises  Privees  en  Matiere  d' Assurances  en 
Suisse,  1914. 
Schweizerische  Unfall-Versicherungsanstalt  in  Luzern. 
Erlauterungen  zu  den  ersten  Priimiensatzen  der 
obligatori  schen  Betriebs-Unfallversicherung. 
Pramientarif.  Die  Elemente  zu  Bereehnung  der 
Renten-Deckungskapitalien.     Luzern.     1916. 


The  Society. 


The  Swiss 
Government. 
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Ulmgreu  (P.). 

Nagra  ord  om  Abbrottsforsakriu?. 


Stockholm.    1915. 


United  States  of  America. 
Official  Pablicatious. 

The  Federal  Registration  Service  of  the  United 
States :  Its  development,  problems,  and 
defects.  By  Dr.  C.  L.  Wilbur.  8vo. 
Washington.'  1916. 
Fifteenth  Annual  Report  of  the  Bureau  of  the 
Census  on  Mortality  Statistics,  1915.  La.  4to. 
Washineton. 

Life 
1910. 


Tables,       1910.       4to. 


United        States 
Washington 
Another  Copy. 

Connecticut. 

Fifty-first  Annual   Report  of   tlie  Insurance 
Commissioner,  1916. 

Massachusetts. 

Sixty-first   Annual    Report  of    the  Insui-ance 
Commissioner,  1915. 

New  York  State. 
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Mr.  T.  G.  Achlaiid. 

It  is  with  great  regret  that  we  have  to  record  the  death,  on 
28  June  1916,  of  Mr.  Thomas  Gans  Ackland.  Although  he  had 
not  been  in  good  health  during  the  last  three  or  four  years,  and  had 
been  obliged  to  resig:i  the  editorship  of  this  Journal,  he  continued 
his  consulting  practice,  and  the  active  interest  which  he  took  in 
actuarial  matters  seemed  to  justify  the  hope  that  he  Avould  be  able 
to  do  good  work  for  some  years  to  come.  For  ^Ir.  Ackland  was 
■emphatically  a  worker,  and  the  Institute  has  lost  in  him  not  only 
A  Fellow  of  40  years'  standing,  a  former  Vice-President,  an  ex- 
Treasurer,  and  a  member  who  had  received  the  distinction  of  the 
Honorary  Fellowship  of  the  Faculty,  but  also  one  who,  throughout 
his  membership,  was  an  earnest  student  of  actuarial  science. 

Mr.  Ackland  was  born  in  1851,  and  was  elected  an  Associate  of 
the  Institute  in  1869.  The  first  25  years  of  his  business  life  were 
spent  in  the  service  of  the  Gresham  Life  Assurance  Society,  of 
which  he  became  Actuary  in  1883  and  Manager  in  1888,  and  it  is 
to  his  connection  with  that  Society  that  we  are  indebted  for  his 
first  important  contribution  to  actuarial  literature — the  well-known 
Report  by  himself  and  Dr.  Smee  on  War  Risks  and  Extras.  At 
an  earlier  period  of  his  official  connection  with  the  Gresham,  he  had 
acquired  some  academic  reputation  by  his  paper  on  the  Summation 
Method  of  applying  "Woolhouse's  Graduation  Formula,  and  had 
filled  for  a  time — from  1883  to  1886 — the  position  of  Part  II 
Lecturer  at  the  Institute— a  practical  teaching  experience  which 
led  to  his  collaborating  with  the  late  Sir  George  Hardy  in  the 
compilation  of  "  Exercises  and  Examples." 

The  insurance  period  of  his  career  was  not,  therefore,  by  any 
means  unproductive  from  an  actuarial  point  of  view,  but  the 
-administrative  responsibilities  of  an  insurance  company  were  not, 
perhaps,  best  suited  to  his  temperament  and  abilities,  and  it  was 
■during  the  20  years  after  he  left  the  Gresham  that  his  name 
became  \Wdely  known,  and  that  he  did  his  best  work.  In  the 
varied  acti\-ities  of  consulting  practice  he  found  his  vocation.  As  a 
consulting  actuary  to  insurance  companies  he  was  eminently  suc- 
cessful— firm  in  upholding  actuarial  principles  and  in  the  support 
he  gave  to  the  permanent  actuarial  staff,  yet,  at  the  same  time,  not 
insensible  to  practical  managerial  difficulties,  and  with  a  mind  open 
to  conviction  when  conviction  was  consistent  with  what  he  believed 
to  be  sound  finance.  And  the  qualities  which  made  him  a  good 
consultant  wei'C  of  great  service  to  him  in  the  responsible  and  by 
no  means  easy  position  of  Actuarial  Adviser  to  the  Board  of  Trade. 
In  this  capacity  he  had  to  deal  during  recent  years  with  two 
matters  of  the  first  importance,  namely,  the  legislation  affecting 
insurance  companies  and  the  L'nemployment  part  of  the  National 
Insurance  Scheme.  His  Reports  on  the  latter  were  published  in 
the  Journal. 
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While  the  occupations  just  mentioned  afforded  scope  for  the 
exercise  of  Mr.  Acldand's  judgment  and  knowledge  of  affairs,  the 
new  problems  of  private  practice,  and  still  more,  perhaps,  hi.s. 
appointment  in  1896  as  Official  Supernsor  of  the  British  Offices 
Mortality  Investigation,  gave  a  marked  impulse  to  his  natural 
inclination  for  academic  work.  Shortly  before  his  appointment  as 
8uper%'isor  of  the  Mortality  Investigation,  he  had  submitted  to  the 
Institute  a  voluminous  paper  on  methods  of  determining  rates  of 
mortality  and  withdrawal  and  the  application  of  such  methods  to 
the  special  case  of  Clerks'  Associations,  and  this  paper,  in  con- 
junction with  the  paper  which  he  submitted  in  1902  on  the  British 
Offices'  Tables  and  with  the  first  part  of  '  Principles  and  Methods," 
give  a  sufficient  indication  of  the  immense  amoimt  of  time,  thought 
and  labour  he  devoted  to  the  questions  involved  in  the  Investigation. 
The  two  papers  we  have  mentioned,  in  common  with  his  full  dress 
papers  on  other  subjects,  may  be  felt  to  be  over-elaborated,  but  they 
cannot  fail  to  be  recognized  and  admired  as  good  honest  work 
executed  with  conscientious  thoroughness.  It  was  not  in  Mr. 
Ackland's  nature  to  pass  over  a  doubtful  point  without  investigating 
it,  and  if  it  was  a  point  that  lent  itself  to  detailed  algebraical  and 
numerical  elucidation  he  was  the  more  attracted  by  it.  His 
methods  may  not  always  have  been  elegant,  but  they  were  fine 
examples  of  courage  and  perseverance.  Moreover,  they  afforded 
more  than  once  (in  unimblished  as  well  as  published  work) 
occasions  foi-  the  exercise  of  one  of  his  best  qualities — a  generous 
readiness  to  recognize  and  welcome  improvements  upon  his  own 
methods.  Few  men  have  been  less  prejudiced  in  favour  of  their 
own  ways  of  doing  things.  AVe  may  recall  two  instances  in  con- 
nection Avith  the  paper  on  xVpproximate  Valuation  with  Allowance 
for  Selection — his  cordial  appreciation  of  Mr.  Lidstone's  method  of 
obtaining  the  coefficients  in  the  formula  for  the  difference  between 
the  select  and  non-select  probabilities,  and  his  handsome  acknow- 
ledgment (as  Sir  George  Hardy  characterized  it  from  the  Chair)  of 
the  superiority  in  certain  respects  of  the  method  of  valuation 
subsequently  suggested  by  Mr.  E.  H.  Brown.  A  closely-related 
and  not  less  attractive  trait  was  his  prepossession  in  favour  of 
original  work,  especially  if  it  were  of  a  mathematical  type.  There 
was  a  certain  fresh  enthusiasm — associated  more  often  with  youth 
than  with  middle  age — in  his  attitude  towards  new  work.  Without 
any  thought  of  appropriating  any  part  of  the  credit  of  it  to  himself, 
but  with  the  zeal  of  a  student  in  furthering  actuarial  science,  and 
perhaps  a  certain  pride  in  being  '  in  "  the  advanced  movement,  he 
was  as  ready  to  help  in  developing  the  ideas  of  others  as  most  men 
are  to  develop  their  own.  Thus  he  joined  actively  in  the  exploitation 
of  Z — applying  it  to  joint  life  endowment  assurances  :  he  frequently 
used  and  applied  the  ideas  of  the  late  Sir  George  Hardy,  for  whose 
work  he  had  the  warmest  admiration  ;  he  employed  the  method  of 
moments  for  the  determination  of  constants  ;  in  one  of  his  last 
and  most  important  investigations — on  the  subject  of  the  Indian 
Census — he  adopted  the  frequency  curve  method  for  the  distribution 
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of  the  populations,  and  even  if  in  this  case  his  belief  in  modern 
methods  should  be  thought  to  have  led  him  into  an  error  of 
judgment,  it  was  an  error  which  may  be  readily  forgiven  for  the 
sake  of  the  sound  instinct  which  prompted  it. 

Mr.  Ackland  Avas  a  frequent  speaker  at  Institute  Meetings, 
especially  in  recent  years,  and  his  intervention  in  a  debate  was 
always  welcome,  not  on  account  of  any  oratorical  gift  of  style — 
although  he  spoke  fluently  and  with  an  unaffected  simplicity  which 
is  one  of  the  essentials  of  style — but  because  he  had  almost  invari- 
ably something  useful  to  contribute  to  the  discussion.  His  speeches 
gave  the  impression,  whether  on  delivery  or  in  the  published 
abstract,  that  he  had  done  the  author  the  justice  of  studying  his 
paper,  and  that  he  had  endeavoured  to  enter  into  his  point  of  view. 
He  was  a  candid,  but  courteous  critic  when  he  believed  that 
criticism  was  justified,  but  he  started  with  a  presumption  in  favour 
of  a  paper  and  would  devote  himself  loyally  to  developing  its 
methods  or  principles  and  to  suggesting  further  applications. 

One  of  Mr.  Ackland's  services  to  the  Institute  that  deserves 
special  mention  is  his  work  in  connection  with  the  Examinations. 
Probably  no  member  of  the  Institute  has  examined  on  so  many 
occasions,  and  none  ever  undertook  the  task  more  readily  or 
did  more  willingly  his  fair  share  of  the  labour  involved.  "Whether 
from  the  point  of  view  of  the  candidate  or  from  the  not  less 
important  point  of  view  of  his  colleagues,  he  was  an  excellent 
Examiner.  His  teaching  experience  and  his  sympathy  with  students 
(of  whom  he  was  always  at  heart  one)  inclined  him  to  temper 
justice  with  mercy  in  the  one  capacity,  while  his  openness  of  mind 
and  willingness  to  compromise  rendered  him  most  acceptable  in  the 
other.  We  are  glad  to  believe  also  that  he  found  a  real  pleasure 
in  making  up  questions,  especially  on  the  more  theoretical  subjects. 
For  Interpolation  he  had  a  special  affection,  and  it  may  be  recalled 
that  his  first  and  last  contributions  to  the  Journal  Avere  on  this 
subject. 

We  may  be  permitted  to  add  a  few  words  on  Mr.  Ackland's 
association  with  the  Journal.  Among  the  many  activities  of  his 
professional  life  there  was  probably  none  to  which  he  attached 
more  importance,  or  to  which  he  devoted  more  time  and  energy, 
than  the  Editorship  of  the  Journal.  During  the  seven  years  over 
which  his  Editorship  extended  he  personally  prepared  in  almost 
every  case  the  Abstracts  of  the  Discussions,  expending  on  them  very 
considerable  time  and  thought.  But  of  more  importance  than  the 
painstaking  fidelity  with  which  he  performed  this  routine  work  was 
the  conscientious  labour  he  bestowed  on  anything  of  the  nature 
of  an  original  contribution.  Here  his  genuine  interest  in  actuarial 
research  found  scope.  He  did  not,  as  a  rule,  rely  solely  on  his  own 
judgment  of  such  contributions.  Yet  wh^n  he  wrote  submitting 
some  new  contribution  to  a  member  of  the  profession  whom  he 
considered  specially  qualified  to  pronounce  upon  it,  his  letter,  while 
defending  with  characteristic  modesty  to  the  opinion  of  the  person 
to  whom  it  was  addressed,  would  show  invariably  that  he  had  given 
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the  contribution  careful  consideration  and  often  that  he  had  antici- 
pated all  that  could  be  said  about  it.  His  services  as  Editor  were 
rendered  in  a  truly  scientific  spirit,  and  the  expression  of  appreciation 
with  which  the  Council  of  the  Institute  acknowledged  them  when 
announcing  his  resignation  may  he  recalled  as  a  fitting  tribute  to 
his  memory. 


"Walter    Sydney    Emery,    Student    of   the    Institute,    Private, 
Infantry  Battalion  1st  Australian  Expeditionary  Force. 

Killed  in  Action  S  August  1915. 

John  Morton  Field,  Student  of  the  Institute,  2nd  Lieutenant, 
Royal  Sussex  Regiment. 

Killed  in  Action  11  April  1916. 

Harry  Wallls,  M.A.,  Associate  of  the  Institute,  Naval  Instructor, 
H.M.S.  "Indefatigable." 

Killed  in  Action  31  May  1916. 

Donald  Kerr,  M.A,,   B.Sc,   Probationer   of   the    Institute,    2nd 
Lieutenant,  2nd  Battalion  London  Scottish  Regiment. 

Killed  in  Action  —  July,  1916. 

Ernest  Charles   Kemp,  Student   of  the   Institute,    Lieutenant, 
9th  Service  Battalion  Yorkshire  Regiment,  and  Royal  Flying 

Corps. 

Killed  in  Action  6  September  1916. 

George   Henry^   Grantham,  Student   of   the  Institute,   Private, 
1 5th  Battalion  County  of  London  Regiment. 

Killed  in  Action  15  Septcniber  1916. 

Sidney  Frank  Snowdon,  Student  of  the  Institute,  2nd  Lieutenant, 
1st  Battalion  London  Regiment,  Royal  Fusiliers. 

Killed  in  Action  15  September  1916. 

Leslie  Davies,  Probationer  of  the  Institute,  Captain,  15th  Battalion 
County  of  London  Regiment. 

Killed  in  Action  17  September  1916. 
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SESSIONAL  MEETINGS  OF   THE  INSTITUTE. 

A  Meeting  of  the  Institute  will  be  held  on  Monday,  27  November, 
when  the  President  (Mr.  S.  G.  Warner)  will  deliver  his  Inaugural 
Address. 

There  will  be  no  Meeting  in  December,  but  on  29  January  1917 
a  Meeting  will  he  held  to  hear  and  discuss  a  Lecture  by  Mr. 
Hartley  Withers  on  some  financial  topic  of  current  interest.  The 
precise  subject  of  the  Lecture  will  be  announced  later. 


April  1917.] 
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INSTITUTE    OF    ACTUARIES 


Oldening  Address  hy  the  President,  S.  G.  Warner,  Esq. 

[Delivered  27  November   1916.] 

VjEXTLE^IEN, — In  addressing  you  to-night  mv  first  duty  is 
to  thank  you  for  the  honour  conferred  upon  me  by  my  election 
to  this  Chair,  which  so  many  illustrious  members  of  our 
profession  have  so  worthily  filled ;  and  to  express  the  hope  that 
I  may  be  able  so  to  discharge  the  responsibilities  its  occupancy 
involves  as  to  maintain  unsullied  its  high  tradition. 

In  accordance  with  appropriate  and  gracious  custom,  we 
have  first  to  pay  tribute  to  the  memory  of  those  who,  since  last 
we  met  together  in  this  Hall,  are  with  us  no  longer.  In 
Mr.  T.  G.  Acklaud  we  have  lost  one  whose  work  for  actuarial 
science  had  been  untiring  and  persistent  throughout  a  generation. 
In  speaking  of  the  late  Mr.  Manly,  my  predecessor,  Mr.  Woods, 
referred  to  him  as  one  who  might  be  said  to  have  lived  for  the 
Institute.  The  same  phrase  seems  appropriate  in  the  present 
case.  As  Lecturer,  Examiner,  Member  of  Council,  Vice-President, 
Treasurer,  Editor  of  the  Journal,  Honorary  Supervisor  of  the 
last  great  mortality  investigation  undertaken  by  the  Institute, 
the  name  of  Mr.  Ackland  is  honourably  remembered  by  us  all. 
In  addition  to  this  we  recall  his  valuable  services  to  the 
Government  of  India  in  connection  with  its  census  work,  and  to 
our  own  Government  in  the  construction  of  the  Unemplovmeut 
Insurance  scheme :  also  as  actuarial  adviser  to  the  Board  of 
Trade.  Throughout  this  career  of  untiring  professional  labour 
his  high  character,  geniahty,  and  ready  friendship  for  all 
professional  colleagues,   young   or  old,  made  it  a  pleasure  to 
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know  him.  We  mourn  his  loss  as  that  of  one  who  will  not  be 
easily  replaced. 

Mr.  F.  AV.  Frankland  was  with  us  as  an  actuary  working  in 
England  for  but  a  short  time  ;  and  it  is  now  a  good  many  years 
since  he  left  our  shores  to  pursue  his  professional  career  else- 
where. Some  of  us,  however,  have  pleasant  and  friendly 
memories  of  him  during  his  stay  in  this  country.  Most  of  his 
actuarial  work  was  done  in  New  Zealand  and  in  America.  He 
was  a  man  of  powerful  and  varied  mental  endowment,  with  an 
interest  in  philosophical  as  well  as  actuarial  questions,  and  his 
death  deprives  our  profession  of  one  who  in  many  ways  adorned  it. 

In  Mr.  Emory  McClintock,  the  famous  American  actuary, 
w'e  have  one  whose  name  and  work  are  so  widely  Imown  as  to 
need  httle  notice  here.  For  upwards  of  forty  years  he  had  been 
s.  Fellow  of  our  Institute,  and  may  thus  be  ranked  among  the 
veterans  of  the  profession.  His  friendship  for  British  actuaries 
was  sincere  and  constant,  and  we  join  with  our  professional 
brethren  beyond  the  Atlantic  in  regretting  his  loss. 

Within  the  last  few  weeks  we  have  lost  by  death  Mr.  Joseph 
Stocks,  one  of  the  ablest  and  most  active  of  our  younger  Fellows. 
As  it  happens,  I  was  for  some  years  personally  associated  with 
him  in  business,  and  can  bear  witness  to  his  brilliance  of  mind 
and  enthusiasm  of  temperament.  He  had  much  personal  charm, 
and  overflowing  energy ;  and  his  work  as  Honorary  Secretary  of 
the  Students'  Society,  where  he  was  best  known,  was  of  very 
great  value.  By  a  wide  circle  of  friends  he  w^ill  be  held  in 
afEectionate  remembrance. 

To  these  names,  illustrious  because  of  service  rendered, 
we  give  due  homage.  There  are  others,  to  whom  length  of  days 
in  the  career  they  had  chosen  has  not  been  appointed,  who  have 
fallen  at  its  threshold,  and  around  whose  memory  there  shines  a 
light  of  sacrifice.  Young,  brave  and  ardent,  they  have  answered 
the  call  of  duty,  have  taken  arms  in  their  country's  cause,  and 
have  died  in  her  service. 

Since  we  last  met  ten  more  names  have  thus  been  added  to 
that  list  which  will  always  be  one  of  our  honoured  possessions. 
This  makes  a  total  of  24  (exclusive  of  four  reported  as  "  missing "') 
out  of  the  335  of  our  members  who  are  on  active  service.  Such 
an  occasion  is  not  one  for  the  commonplaces  of  rhetoric. 
To  those  whom  these  young  men  have  left  bereaved  and 
sorrowing,  we  tender  our  sympathy.  With  the  fallen,  it  is  well. 
No  strife  or  turmoil  can  vex  them  further.     They  are  at  peace. 
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Their  example  remains  to  inspire  those  hv  whom  the  struggle 
must  still  be  carried  on. 

It  is  that  struggle  which  must  form  the  keynote  of  what  we 
have  to  say  to  each  other  to-night.  It  cannot  be  otherwise. 
When  my  predecessor  addressed  us  from  this  chair  two  years 
ago,  the  War  was  upon  us.  and  we  had  already  undergone  some 
of  its  sharpest  experiences.  But  it  had  lasted  a  few  months 
-onlv.  The  possibihties  of  its  future  were  but  dimly  discernible. 
Now  the  months  have  become  years ; — resources,  material  and 
personal,  which  dwarf  all  precedents  in  history,  and  which  the 
imagination  can  but  feebly  gi'asp,  have  by  all  the  combatants 
been  poured  into  the  caldron. — and  still  the  War  goes  on.  It 
is  changino;  the  future  conditions  of  existence  in  wavs  which  we 
cannot  measure  3'et,  and  may  not  appreciate  in  all  their 
profundity  for  many  years.  We  are  glad  to  believe  that  now, 
thanks  to  the  heroism  on  land  and  water  of  our  countrymen, 
our  Idnsmen  from  overseas,  and  our  allies,  we  are  well  on  the 
Toad  along  which  persevering  progress  will  bring  us  to  the  only 
end  that  will  justify  the  sacrifices  made ;  but  the  end  is  not 
yet. 

In  these  circumstances  memory  naturally  turns  back  to  the 
one  time  in  our  country  s  history  which  comes  nearest  to 
affording  a  parallel ;  and  which,  as  it  happens,  is  separated  from 
us  by  just  over  a  century.  When  the  United  Kingdom  emerged 
in  1815  from  the  European  conflict,  which,  with  little  interrup- 
tion, had  lasted  for  twenty  years,  it  found  itself  in  a  state  of 
.severe  exhaustion,  faced  Avith  an  unprecedentedly  large  national 
debt,  and  with  the  prospect  before  it  of  a  long  period  of  peace. 
The  intervening  century,  owing  to  the  fertility  of  scientific 
discover}"  and  its  practical  application,  has  altered  the  con- 
ditions of  civilised  life  more  profoundh'  than  the  ten  centuries 
preceding.  Change  and  development  have  proceeded  accord- 
ingly at  a  staggering  pace,  and  with  mixed  results.  Then  has 
come,  with  dramatic  suddenness,  the  old  ordeal  again,  but 
magnified  to  Titanic  proportions.  We  may  look  upon  it  as  a 
putting  to  the  test,  in  all  its  aspects,  of  the  results  of  the 
century's  activity.  Of  each  institution,  organization,  develop- 
ment, tendency,  the  crisis  asks  : — -  What  are  you  quahfied,  able, 
ready  to  do  for  the  nation  in  its  evil  da}-  ?  What,  if  any,  con- 
tribution of  strength  or  help  or  guidance  can  you  bring  in  to  the 
•common  stock  ?  " 
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We  are  concerned  here  with  one  of  these  national  assets. 
that  of  actuarial  science.  What  is  now  proposed  is,  after  briefly 
following  its  development  during  the  period,  to  set  out  as  far  as 
possible  the  kind  of  service  which  it  has  been  able  to  render  at 
the  time  of  national  need;  to  consider  some  present  practical 
questions  in  which  its  interests  are  involved;  and  to  attempt 
some  forecast  as  to  its  place  and  powers  in  the  work  of  the 
future.  It  seems  desirable  on  such  an  occasion  as  the  present, 
when  the  conditions  are  in  so  many  ways  unique,  to  introduce 
as  httle  technicality  as  possible,  and  to  take,  so  far  as  one  can, 
rather  a  broad  and  general  view  of  the  field.  If  in  doing  so 
some  things  may  be  said,  and  some  considerations  introduced, 
which  are  not  strictly  sspeaking  actuarial,  the  defence  must  be 
that  we  are  citizens  first  and  actuaries  afterwards,  and  that 
sometimes  an  object  of  observation  cannot  be  rightly  understood 
if  isolated  from  the  surroundings  amid  which  it  is  naturally  set. 

It  is  difiicult  to  form  any  satisfactory  mental  picture  of  the 
contrast  between  our  country  as  it  was  in  1815  and  as  it  is  to-day ; 
the  difference  in  every  direction  is  so  enormous.  A  few  typical 
figures  for  England  and  Wales  may  aft'orcl  a  little  help.  In 
the  interval  the  population  has  increased  fourfold.  In  1815 
there  were  13  public  railway's  completed,  of  which  the  longest 
measured  26  miles.*  Local  expenditure  for  public  purposes  was 
represented  by  an  annual  sum  of  less  than  £8,000,000,  as 
compared  with  £166.000.000  in  1911.  There  was  no  national 
expenditure  on  education.  Such  work  as  was  done  in  this 
direction,  as  late  as  1833,  was  entirely  that  of  the  voluntary 
organizations  laiown  as  the  "National"  and  "British" 
Schools ;  and  the  modest  efi'orts  of  the  Societies  supporting 
these  institutions  were  criticized  in  influential  quarters  as 
"  undermining  the  foundations  of  all  property." 

Labour  suffered  from  penal  restrictions  against  leaving  the 
country,  and  from  great  discouragement  of  all  moving  from 
place  to  place ;  but  the  outstanding  thing  which  strikes  one  in 
this  connection  is  that  we  were  still  largely  an  agricultural 
people,  and  one  of  small  towns.  The  industrial  revolution  had 
begun,  but  it  was  yet  in  its  childhood.  In  1811  the  percentage 
of  the  population  supported  by  agriculture  has  been  computed 
as  34  per-cent ;  in  1911,  as  8  per-cent.  In  1821,  there  were  in 
England  and  Wales   only  eight  towns  with  more  than  50,000 

*  These  were  worked  cliit-Hy,  if  not  wholly,  by  h  )rse-iower.  ^team  tia  tioii 
was  still  in  its  tentative  and  experimental  stages. 
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inhabitants,  representiup;  16  pcr-cent  of  the  population.  In 
1911,  there  were  98,  representing  48  per-cent.* 

The  foundations  of  actuarial  science  had  been  laid,  and  laid 
sound] V.  As  it  happens,  it  was  in  the  year  1815  that  the  famous 
Carlisle  Table  was  published.  Notwithstanding  all  subsequent 
developments  of  the  principles  on  which  it  was  based  it  still 
holds  its  own  as  a  useful  and  practical  instrument  in  the  hands 
of  the  actuary.  In  this  it  may  be  taken  as  typical  of  the  work 
of  those  pioneers  of  our  profession  whose  steady  and  thorough 
examination  of  its  principles  enabled  them  to  make  for 
their  successors,  through  regions  hitherto  untrodden,  a  sure  and 
stable  road.  They  had  to  proceed  in  many  ways  independently, 
and  without  the  enormous  advantage  of  uniform  modes  of 
expression.  Their  notations  have  become  obsolete,  and  so  they 
speak  to  us  in  unfamiliar  language,  which  in  these  crowded  days 
makes  the  study  of  their  utterances  a  pursuit  of  anticjuarian 
interest  for  which  few  of  us  have  leisure  ;  but  none  the  less  let 
them  be  held  in  honour  as  those  who  made  fui*ther  progress 
possible. 

When  we  consider  what  is  the  gTeat  practical  achievement 
which  actuarial  science  has  contributed  to  the  development 
of  the  country's  resources  during  the  century  which  has 
elapsed  since  1815,  there  can  be  but  one  answer.  It  is  the 
business  of  British  life  assurance,  as  we  know  it  to-day. 
Whatever  else  there  may  have  been,  this  in  magnitude  and 
importance  overshadows  it.  That  business  was  in  vigorous 
existence  at  the  beginning  of  the  period.  Several  honoured 
companies  which  are  still  with  us,  as  well  as  others  now  no  more, 
were  conducting  it  with  activity.  At  the  same  time,  while  it  is 
not  possible  to  give  figures  showing  the  progress  of  life  assurance 
in  1815,  it  is  certain  that  the  result,  if  we  had  it,  would  be 
negligible  in  comparison  with  the  totals  of  our  last  Parliamentary 
returns,  showing  sums  assured  of  over  1,300  millions,  premium 
income  of  50  millions,  and  invested  funds  of  about  450  millions 
sterling. 

We  are  not  doing  anything  incongruous  in  thus  passing  from 
talk  about  a  science  to  talk  about  a  business.     I  think,  indeed, 

*  For  some  of  the  material  here  used  I  should  like  to  acknowledge  my 
indelitediiess  to  a  very  ahle  essay  by  Mr.  H.  R.  Hodges  on  the  Economic  condition 
of  England  in  1815  and  1915,  which  won  the  London  University  Reitlinger 
prize  for  1915.  It  is  at  present  in  niannscri])t,  and  the  property  of  tlie  Library 
of  the  London  School  of  Economics,  by  the  courtesy  of  whose  Librarian  I  have 
had  access  to  it  for  reference. 
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that  we  should  accustom  ourselves  a  good  deal  more  to  recognize 
the  relation  freely  and  frankly.  It  is  true  that  we  here  have  the 
honour  and  privilege  of  representing  a  science,  and  the  thought 
can  never  be  too  fully  before  us.  It  is  none  the  less  true, 
however,  that  many  of  us  are  daily  occupied  in  the  commercial 
enterprise  which  that  science  has  made  possible  ;  and  we  are 
likelv  to  render  the  best  service  to  each  by  maintaining  the 
consciousness  of  our  responsibility  to  both. 

There  will,  perhaps,  be  few  things  more  interesting  to  the 
future  historian  of  the  marvellous  development  of  British 
industrv  and  finance  during  the  last  hundred  years  than  the 
chapter  which  will  record  the  gTowth  of  life  assurance.  The 
period  was  one  of  enterprise  and  promise  in  all  directions. 
Fresh  paths,  hitherto  undreamed  of,  for  the  employment  of 
capital  were  opened  up.  In  such  circumstances  the  natural 
desire  was  to  put  as  much  money  as  possible  into  the  venture, 
and  a  plan  which  presented  the  possibility,  at  a  moderate  cost, 
of  avoiding  the  disaster  to  dependants  of  premature  death,  left 
the  way  clear  for  a  maximum  effort. 

At  the  same  time  there  came  into  existence,  and  grew 
rapidly,  the  great  middle  class;  professional  men,  employees 
and  others  whose  sole  capital  and  means  of  support  for  their 
families  lay  in  their  own  health  and  energies.  To  these  also  the 
principle  of  co-operative  protection  at  an  average  cost  against  a 
risk  too  heavy  for  individual  effort  made  an  irresistible  appeal. 
Never  has  there  been  a  more  striking  instance  of  the  bringing 
together  of  a  want  to  be  met  and  the  means  of  meeting  it.  Amid 
the  expansion  which  by  leaps  and  bounds  was  transforming  the 
entire  aspect  of  society,  the  business  of  life  assurance  struck  its 
roots  deep  and  wide  ;  vindicating  its  right  to  exist  and  making 
itself  indispensable  to  the  progress  of  the  community. 

The  more  we  consider  this  the  more  I  think  we  shall  be  dis- 
posed to  agree  that  here  we  must  fix  the  essential  sphere  of 
activity  and  achievement  of  the  actuaries  of  the  nineteenth 
century.  We  are  looking  back,  remember,  upon  times  when  the 
work  of  an  assurance  office  dominated  the  career  and  the  outlook 
of  entrants  into  our  profession  more  exclusively  than  it  does^ 
to-day.  The  two  fields  of  action  were  far  more  largely  co- 
terminous. The  task  that  lay  before  the  actuaries  was  no  hght 
one,  and  their  record  of  accomplishment  is  one  of  which  we  need 
not  be  ashamed.  What  a  great  deal  had  to  be  done,  we  are  apt 
to  forget,  until  we  review  it  in  that  record.     A  science  which 
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had  no  agreed  authoritative  basis,  even  as  concerned  a  common 
symbohsm.  has  been  codified  into  text  books  and  a  standardized 
notation  estabh-^hed.  It  operates  administratively  under  two 
legally  constituted  bodies,  the  Institute  for  England  and  the 
Faculty  for  Scotland,  with  a  defined  curriculum  of  study,  exam- 
ination tests,  and  the  power  of  conferring  degrees.  The  mortahty 
of  assured  and  annuitant  lives  has  been  repeatedly  subjected  to 
exhaustive  investigation  and  analysis  ;  and  has  been  brought 
into  such  shape  as  to  permit  of  the  ready  calculation  of  the 
monetary  value  of  hfe  contingencies  of  all  kinds.  Of  all  this, 
and  much  else,  the  record  stands  in  the  pages  of  our  Journal, 
and  the  corresponding  literature  of  Scotland.  But  there  were 
harder  problems  than  these  ;  harder,  and  of  more  vital  importance 
to  the  stabihty  of  life  assurance  business.  The  rush  of  activity 
and  expansion  which  characterized  the  century  brought  in  its 
train,  as  we  all  know,  the  perils  of  inflation,  corruption,  and 
reckless  ignorance.  These  left  their  mark  on  the  life  assurance 
field  as  elsewhere.  Against  them,  the  early  actuaries  fought  the 
battle  for  sound  valuation  bases  and  adequacy  of  reserves.  Things 
which  now  to  us  seem  elementary  had  to  be  contended  for  on  first 
principles  by  men  who  are  with  us  no  longer,  but  who  worthily 
discharcjed  this  sterhng  service  to  their  kind.-  Further,  and  more 
practically  still,  they  recognized  that  the  crying  abuses  which 
threatened  to  jeopardize  the  whole  reputation  of  the  business 
were  not  to  be  effectively  dealt  with  otherwise  than  by  law ;  and 
they  set  about  the  problem  of  obtaining  help  by  legislation.  Of 
that  legislation  in  its  main  principles  it  is  no  secret  that  they 
were,  if  not  "the  onlie  begetters "',  at  least  the  inspirers;  and 
now,  at  the  end  of  nearly  half  a  century,  we  who  succeed  them 
are  able  to  say  how  its  action  has  purified  the  air  of  our  business, 
removed  the  stigma  which  had  begun  to  attach  to  it,  and  set  it 
firmly  upon  a  road  of  honourable  progress. 

In  such  circumstances,  then,  and  in  response  to  such 
conditions,  the  actuary  has  taken  his  place  among  the  figures 
of  our  national  public  hfe.  From  one  great  and  unavoidable 
drawback  he  sufiers.  The  name  of  his  profession  is  an 
unfamihar  one.  Most  of  the  men  whom  the  Englishman  meets 
in  business  follow  callings  the  names  of  which  stretch  back  for 
centuries,  are  saturated  with  history,  and  call  up  a  simple  and 
unmistakable  mental  picture.  Everybody  knows  at  once  what 
a  man  means  when  he  declares  himself  a  banker,  a  doctor,  a 
lawyer,  a  brewer,  or  a  clergyman.     The  word  actuary,  however. 
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had  no  such  happy  power  of  connotation,  and  it  is  to  be  feared 
that  the  atmosphere  it  has  created  has  in  consequence  been 
rather  a  chilhng  and  discomforting  one.  On  occasions  one  has 
heard  that  there  is  a  charm  about  the  unknown,  but  this,  I 
think,  imphes  that  it  be  accompanied  by  a  spice  of  romance ; 
and  romance  is  not  exactly  what  one  would  think  of  in 
connection  with  our  profession.  Without  this  saving  grace, 
the  unknown  is  apt  rather  to  suggest  suspicion,  if  not  alarm. 
I  suppose  there  are  few  of  us  here  who  have  not  felt  a  little 
puzzled,  on  meeting  for  the  first  time  someone  innocent  of  the 
whole  subject,  and  seeking  information,  with  the  effort  to  give 
concisely  a  clear  idea  of  what  an  actuary  is.  There  is,  of  course, 
an  order  of  mind  to  which  the  problem  presents  no  difficulty. 
Taking  up  the  other  day  a  book  written  especially  for  the 
'•  outside  men"  of  life  assurance  business,  by  a  genial  purveyor 
of  such  literature,  I  happened  to  open  on  the  statement  that 
an  actuary  is  a  mathematical  acrobat.  It  was  with  satisfaction 
that  I  found  myself  connected,  however  distantly,  with  a 
profession  the  ingenuity  of  which  I  had  always  profoundly 
admired,  but  to  even  the  outer  courts  of  which  I  had  never 
thought  to  attain. 

Seriously,  however,  it  seems  as  if  the  actuary  has  had  some 
ground  for  disappointment  at  the  way  in  which  his  work  and 
functions  have  often  been  regarded  in  cpiarters  which  are  or 
should  be  free  from  any  suspicion  of  being  insufficiently 
informed.  I  am  thinking  of  such  a  phrase  as  ''  the  actuary 
must  be  satisfied,"  used  in  a  kind  of  pettish  way  as  if  what 
was  proposed  was  a  concession  to  amiable  eccentricity.  For 
reasons  which  will  be  mentioned  later  I  think  this  attitude  is 
much  rarer  than  it  w^as,  and  is  likely  to  become  rarer  still. 
It  is  mentioned  not  by  way  of  complaint,  but  as  something 
which  it  is  well  worth  our  while  to  try  to  understand.  At  its 
root  lies  the  impression,  unavowed  but  none  the  less  real, 
that  the  actuary  has  taken  sweet  counsel  with  formulas,  and 
communed  with  theorems,  till  they  have  distorted  the  per- 
spective of  his  outlook  upon  facts  ;  and  that  as  the  Buddhist 
saint  tries  to  get  touch  with  the  infinite  by  fixmg  his  gaze  for 
a  succession  of  years  on  one  small  object  in  space,  so  the 
actuary  may  let  the  stream  of  affairs  go  by  him  unheeded, 
in  rapt  contemplation  of  a  decimal  point. 

In  face  of  the  record  of  activity  which  we  have  been 
reviewins,  such  a  notion  mav  well  seem  unreasonable  ;  but  we 
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shall  be  very  foolish  if  we  pass  it  by  without  considering 
whether  we  have  always  and  everywhere  been  guiltless  of  giving 
ground  for  it.  When  we  think  this  over  we  see  that  the 
temptation  indicated  is  a  real  one,  incidental  to  our  profession 
on  account  of  the  purely  abstract  type  of  reasoning  on  which 
its  principles  are  based.  The  remedy  is  to  get,  and  keep,  in 
touch  with  fact ;  and  so  acquire  and  attain  instinctively  that 
sense  which  can  discriminate  between  the  accidental  and  the 
essential  when  translating  theory  into  practice.  The  duty  of 
the  actuary  is  not  an  easy  one.  His  estimates  and  providings 
are  concerned  primarily  with  the  future,  and  the  fairly  distant 
future.  Hence  it  is  imperative  that  they  be  on  the  side  of 
safety.  We  have  all  recently  been  taught,  in  letters  of  fire, 
how  unsuspected  and  unforeseen  catastrophic  change  may  be. 
But  the  results  of  making  abundant  provision  for  the  safety 
of  the  future  may  well  be  disappointing  to  the  expectations 
of  the  present:  and  while  in  any  ordinary  business  the  loss 
caused  by  a  mistaken  financial  step  will  quickly  reveal  itself, 
in  the  affairs  with  which  the  actuary  is  concerned  the  results 
may  not  appear  for  a  generation.  Such  conditions  call  for  an 
unflinching  integrity,  a  constant  sense  of  trusteeship  for  the 
interests  of  the  future,  and  a  courage  which,  when  once  the 
judgment  has  arrived  at  its  conclusions,  will  act  upon  them 
consistently  and  fearlessly. 

Such  considerations  as  these  can  never  be  too  vividly  before 
us,  and  1  think  no  apology  is  needed  for  emphasizing  them  here. 
The  immediate  cause  which  led  to  their  introduction,  however, 
was  a  reference  to  popular  misconceptions  of  the  actuary's  place 
and  work  ;  and  here  there  has  during  the  last  few  years  been  a 
great  and  salutary  change.  It  has  come  about  in  an  interesting 
fashion,  for  it  has  been  coincident  with  the  growth  in  importance 
of  what  we  may  call  the  public  side  of  actuarial  activity.  Of 
that,  hitherto,  we  have  said  little.  The  spirit  of  the  epoch  in 
which  actuarial  science  underwent  its  great  development  was 
individuahstic.  Onlv  by  minor  indications,  slowly  but  steadily 
growing,  were  possibihties  of  a  wider  scope  indicated — in 
advocacy,  for  instance,  of  more  frequent  and  fuller  census 
returns,  and  the  hke.  As  we  all  know,  there  began  about  ten 
years  ago  in  the  public  hfe  of  our  country  a  definite  attempt 
at  social  amehoration  bv  legislative  enactment.  We  are  not 
concerned  here,  where  party  politics  do  not  enter,  with  the 
controversial  side  of  this  movement ;  which  is  indeed  of  the  less 
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importance  as  differences  of  opinion  chiefly  centred  round  the 
expediency  of  the  means  rather  than  the  desirabiUty  of  the  end. 
What  is  certain  is  that  such  measures  as  those  for  securing  Old 
Age  Pensions,  National  Health  and  National  Unemployment 
Insurance,  filled  the  atmosphere  of  public  life  with  new  questions 
and  directed  public  attention  in  quite  a  new  way  towards  the 
actuary . 

The  fact  that  schemes  of  such  national  importance  and 
financial  magnitude  were  possible,  and  became  possible  by  the 
scientific  manipulation  of  masses  of  statistics,  impressed  the 
popular  imagination  in  a  way  in  which  nothing  connected  with 
the  actuary's  work  had  hitherto  done.  It  must  often  in  years 
past  have  occurred  to  many  of  us  that  the  great  life  assurance 
industry,  considering  the  sums  of  money,  national  wealth,  which 
it  controlled,  collected,  invested  and  distributed  year  by  year, 
had  not  its  relative  importance  assigned  it  by  the  man  of 
average  intelligence  in  his  outlook  on  national  finance.  The 
reason  is,  perhaps,  not  far  to  seek.  There  was  no  simple  and 
impressive  way  in  which  the  total  magnitude  of  the  figures  came 
automatically  into  view.  From  the  nature  of  the  case  this 
could  not  be  so.  They  were  discoverable,  as  totals  in  a  blue- 
book,  by  anyone  having  the  courage  and  patience  to  extract 
them.  But  a  blue-book  is  to  the  average  Englishman  a  thing 
of  terror,  when  it  is  not  an  object  of  complete  indifference. 
There  is  a  pathos  about  these  compilations  which  is,  when  we 
reflect  on  it,  irresistible.  Containing  honest  work  and  solid  fact 
on  subjects  of  all  kinds,  each  of  interest  easily  greater  than  that 
of  a  hundred  modern  novels,  and  subject  to  the  gloriously 
democratic  arrangement  of  being  sold  by  weight,  they  stand 
neglected  in  woe-begone  ugliness,  untouched  except  by  a  small 
band  of  specialists.  When  there  is  once  more  time  to  think 
about  such  things,  a  Government  might  do  worse  than  consider 
the  possibility  of  presenting  some  of  them,  judiciously  edited, 
in  a  form  and  with  an  arrangement  as  attractive,  say,  as  that 
of  the  "  Everyman '"  series.  The  experiment  might  prove  worth 
while.  This,  however,  is  a  digression.  The  point  is  that  the 
policyholder  saw,  perhaps,  the  figures  of  his  own  company  in  its 
annual  report,  but  nothing  further.  He  had  no  conception  of 
the  greatness  of  the  whole.  To  consider  the  figures  of  a  national 
scheme  was  to  realize  suddenly  how  great  and  important  were 
the  interests  which  actuarial  science  might  control,  and  how 
vital  to  the  public  were  wisdom  and  competence  in  those  who- 
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should  be  entrusted  witli  its  application  to  the  problems 
involved. 

Upon  all  that  time  of  social  scheming,  which  looks  so  far 
awav  now,  fell  without  warning  the  thunderbolt  of  war.  In  a 
moment  the  entire  aspect  of  things  was  changed.  Sums  of 
money  about  which,  as  expenditure  on  social  reform  in  a  year, 
there  had  been  grave  hesitation  and  debate,  were  now  exceeded 
in  a  few  weeks  by  wealth  poured  forth  as  the  necessary  cost  of  a 
strussle  in  which  the  vital  interests  of  the  nation  were  at  stake. 
That  struggle  continues.  Those  conditions  surround  us  still. 
Our  period  of  retrospect  is  over.  We  have  now  to  ask  how  the 
fabric  reared  in  the  days  of  peace  has  met  the  strain  of  conflict. 

By  the  courtesy  of  the  representative  ofl&cers  of  British 
institutions  transacting  life  assurance  and  annuity  business  in 
this  country,  I  have  been  able  to  obtain  some  figures  which  will, 
I  think,  be  interesting  and  significant.  Since  the  beginning  of 
the  war  these  institutions  have  paid,  or  admitted  for  payment, 
war  claims  amounting  to  over  £7,500,000.  They  have  invested 
in  British  Government  securities  of  various  kinds  upwards  of 
£75,000,000.  They  have  sold  or  lent  to  the  Treasury,  under 
its  schemes  A  and  B,  securities  of  the  face  value  (converting  the 
dollar  for  this  purpose  at  five  to  the  pound)  of  over  £46,000,000. 

In  connection  with  this  final  item,  it  must  be  remembered 
that  before  the  Treasury  schemes  had  appeared  large  blocks  of 
American  securities  had  been  sold  by  the  life  assmance 
companies  in  open  market,  many  of  which  may  have  passed  into 
the  hands  of  the  Treasury,  and  the  sale  of  which,  in  any  case, 
effected  the  same  purpose  as  the  Treasury  had  in  view — the 
maintenance  of  the  rate  of  exchange.  31y  enquiries  as  to  this 
have  not  been  such  as  to  enable  me  to  give  such  exact  figures, 
but  I  think  the  total  amount  may  safely  be  taken  (on  the  same 
basis  of  dollar  conversion)  as  not  less  than  £20,000,000. 

Looking  at  these  items  one  by  one,  let  us  also  bear  in  mind 
the  conditions  of  1815  by  way  of  contrast. 

The  war  claims  represent  an  alleviation  of  human  suffering, 
and  a  solace  in  affliction,  of  the  utmost  value.  From  the  nature 
of  the  case,  they  must  in  the  gieat  majority  of  instances,  regarded 
as  individual  transactions,  represent  losses  to  the  companies. 
That  is  to  say.  they  must  have  fallen  on  comparatively  young 
lives,  upon  whose  policies  the  premiums  received  have  been 
small  in  amount  as  compared  with  the  sums  assured.  Further, 
it  may  be  taken  as  practically  certain  that  in  most  cases  nothing 
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beyond  the  ordinary  rate  of  premium  has  been  paid.  For  many 
years  before  the  war,  so  great  was  the  general  confidence  in  a 
continuance  of  peace,  or  at  least  in  the  unlikelihood  of  our  ever 
having  to  raise  and  equip  a  foreign  service  army  from  our 
civilian  population,  that  according  to  the  general  practice  of  the 
companies  any  proposer  for  life  assurance  who,  being  neither  in 
naval  or  military  service,  declared  that  he  had  no  intention  of 
joining  either,  was  granted  at  the  normal  premium  rate  a  policy 
free  from  all  restrictive  conditions  as  to  such  service  ;  a  contract 
which  of  course,  once  issued,  bound  the  company  for  all  time. 

The  strain  of  this  sudden  and  hea\y  mortahty  is  no  slight 
one,  but  it  has  been  borne  without  the  least  disturbance  by  the 
companies  concerned  ;  and  I  think  general  experience  will  attest 
that  all  possible  promptitude  has  been  shown  in  settlements,  and 
everything  practicable  done  to  make  the  receipt  of  the  money 
by  bereaved  relatives  easy  and  expeditious. 

Now  here  is  a  system  of  mutual  help,  which  has  silently  and 
steadily  grown  during  the  last  century,  the  result  of  purely 
voluntary  effort,  which  has  vindicated  itself  at  a  time  of  supreme 
test,  and  softened  the  shock  of  financial  loss  by  a  process  of 
equahzation  and  distribution  of  burden. 

A  point  of  even  greater  importance  is  to  be  made  in 
connection  with  the  second  item  on  our  list ;  the  purchases  by 
the  assurance  companies  of  Government  securities  since  the 
outbreak  of  war.  AVhat  our  National  Debt  will  be  when  peace 
returns  depends  on  the  duration  of  the  conflict,  and  as  to  that 
he  would  be  a  bold  man  who  would  venture  to  prophesy.  One 
thing,  however,  is  sure — that  the  burden  will  be  a  hea\y  cue. 
Now  in  facing  that  burden  as  a  nation,  and  bearing  the  taxation 
it  must  involve,  one  of  the  most  important  things  to  secure  is  a 
widely  difEused  holding  of  the  stock.  A  National  Debt  held  by 
one  class,  and  paid  for  b}"  another,  is  a  national  danger. 
Literally,  of  course,  such  a  state  of  things  could  not  exist,  for 
taxation  must  fall  in  some  degree,  directly  or  indirectly,  upon 
the  whole  community.  In  practice,  however,  the  exclusion  of 
the  poorer  classes  from  the  possibility  of  becoming  stockholders 
would  tend  in  that  direction.  This  was  one  of  the  ugliest 
difficulties  of  the  years  that  followed  1815.  Fortunately  there 
are  other  and  more  direct  grounds,  as  we  shall  see  later,  of 
assurance  that  the  position  will  be  very  dift'erent  now.  My 
present  purpose,  however,  is  to  urge  that  this  holding  of  stock 
by  the  assurance  companies  is  a  holding  by  their  assured.     It  is 
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a  democratic  holding.  At  one  remove,  the  War  Loan  held  by 
his  assurance  company  is  the  property  and  investment  of  the 
policvholder.  The  interest  paid  on  that  stock  fructifies  in  his 
favour.  It  is  an  asset  to  his  credit.  His  efforts  to  bear  his 
share  of  the  national  outlay  necessary  to  pay  that  interest  are 
directed,  not  solely  to  the  claims  of  others,  but,  2)ro  tanfo,  to 
his  own.  Nor  is  this  one  of  those  argmnents  which,  even  if 
true,  are  too  subtle  and  fanciful  for  the  plain  man.  When 
he  sees,  on  the  balance  sheet  of  the  company  which  holds 
his  premiums,  a  large  sum  of  War  Stock,  he  is  not  hkely  to 
foroet  that  an^i}hino;  which  would  shake  the  securitv  of  that 
investment  would  jeopardize  his  own  property.  These  are 
conditions  which  strengthen  a  people  when  it  is  faced  with  a 
difficult  financial  task.  They  make  for  national  stability  and 
solidaritv,  things  that  in  such  circumstances  are  of  vital 
importance. 

In  this  connection  there  is  one  other  fact  which  I  should  like 
to  place  on  record.  By  the  courtesy  of  Mr.  W.  A.  Piatt,  late 
President  of  the  National  Conference  of  Friendly  Societies,  I 
learn  that  the  Friendly  Societies  of  the  country  have  invested  in 
War  Loan  Securities  about  £1,700.000.  There  are  difficulties  as 
to  getting  exact  figures,  and  this  amount  must  be  taken  as 
approximate  only,  but  it  seems  to  me  to  be  deeply  significant  in 
the  light  of  what  has  been  said  as  to  the  value  of  a  partnership 
of  all  classes  of  the  community  in  our  national  obligations. 

The  negotiations  between  the  assurance  companies  and  the 
Treasury  present  another  aspect  of  the  possibihties  for  national 
help  in  time  of  crisis  which  these  accumulated  popular  savings 
(for  such  they  are)  afiord.  They  can  be  of  service  internationally. 
The  companies,  primarily  interested  in  investing  the  money  of 
their  policyholders  on  the  most  favourable  terms,  have  long 
since  found  that  this  could  only  be  done  by  judiciously  widening 
the  investment  field.  As  a  consequence  they  became  large 
holders  of  high-class  American  securities.  When  the  outbreak 
of  hostilities  simultaneously  reduced  our  capacity  for  export  and 
made  us  importers  on  an  unprecedented  scale  of  war  material 
from  America,  the  result  on  the  rate  of  exchange  was  of  course 
heavily  felt.  By  various  expedients  the  difficulty  had  to  be 
met,  and  among  these  one  of  the  most  effective  was  to  make  use 
of  the  American  securities  held  by  the  assurance  companies, 
which  were  ready  to  hand.  The  process,  as  the  figures  above 
cpioted  show,  was  already  beginning  to  work  automatically — 
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in  the  attraction  offered  by  the  influence  of  the  rate  of  exchange 
on  prices ;  but  co-operation  between  the  companies  and  the 
Treasury  made  it  possible  to  develop  an  ordered  scheme  as  part 
of  a  general  plan  of  action. 

It  has  also  to  be  borne  in  mind  that  the  companies  have 
subscribed  substantially  to  loans  issued  by  the  country's  Allies 
and  by  our  Colonies  during  the  war.  I  have  not  collected 
statistics  on  this  head,  because  the  main  object  in  view  was 
to  show  how  the  subscriptions  to  our  own  debt  diffused  its 
holding  throughout  the  community  and  broadened  its  base. 
The  support  of  such  loans,  however,  is  another  genuine  and 
important  factor  in  the  strength  for  national  purposes  revealed  in 
the  life  assurance  business  of  the  country  by  the  exigencies  of  war. 

Summing  up  then  this  recital  of  services  rendered  ;  the  war 
«laims  paid,  the  war  stock  purchased,  the  help  given  through 
the  Treasury  for  international  finance,  and  the  support  of  the 
loans  of  our  Allies  and  Colonies ;  it  may  surely  be  said  that  the 
life  assurance  business  of  our  nation,  which  we  have  claimed  as 
the  outstanding  achievement  of  actuarial  science  during  the 
century,  has  triumphantly  justified  itself  under  the  test  and 
strain  of  the  country's  need. 

When  referring  a  few  minutes  ago  to  the  importance  of  a 
widely  representative  holding  of  the  National  Debt,  it  was 
remarked  that  for  reasons  other  than  those  immediately  under 
discussion,  there  was  little  cause  to  fear  failure  in  that  respect. 
The  reference  was  to  the  issue  of  the  iiow  famous  War  Savings 
Certificates.  It  is  the  more  appropriate  that  special  notice 
should  be  taken  of  these,  as  it  is  no  secret  that  actuarial  advice 
has  been  active  both  in  the  inception  and  the  working  of  the 
scheme.  It  is  a  direct  attempt  to  enlist  the  sympathies  and 
support  of  the  industrial  section  of  the  community  in  raising 
the  necessary  funds  for  the  prosecution  of  the  war.  We  have 
recently  been  told  in  the  House  of  Commons  that  up  to  the 
«nd  of  October  191G,  approximately  44,500,000  £l  Certificates 
had  been  issued — the  scheme  having  only  been  inaugurated  on 
22  February  of  the  same  year.  This,  therefore,  represents 
the  results  of  just  over  eight  months'  working.  For  the  first 
three  and  a  half  months  investment  in  these  Certificates  was 
iorbidden  to  persons  with  annual  incomes  exceeding  £300,  and 
during  that  period  the  issue  was  approximately  4,275,000 
£1  Certificates.  Then  the  income  limit  was  removed,  the 
only  restriction   remaining  being   the  maximum    holding  per 
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individual  of  500  £1  Certificates.  This  widening  of  the  net 
had  a  great  effect  on  the  total.  Since  10  June  1916,  there 
have  been  about  fifteen  and  a  quarter  millions  of  £l  Certificates 
issued  in  the  maximum  batches  of  £500 — a  clear  proof  that 
classes  other  than  that  of  the  industrial  Avorker  have  availed 
themselves  of  the  scheme.  Notwithstanding  this,  however,  it  is 
■evident  that  the  small  investor  is  still  steadily  attracted,  for  in  the 
same  period  just  about  an  equal  number  of  the  certificates  were 
issued  in  sets  of  from  1  to  25.  As  a  matter  of  fact  I  think  those 
best  qualified  to  know  would  tell  us  that  the  scheme  is  making 
well  sustained  headway  where  its  extension  is  most  to  be 
desired ;  the  untiring  and  well  considered  efforts  of  the  National 
War  Savings  Committee  are  daily  bringing  the  matter  home  to 
our  democracy,  with  the  result  that  each  week  shows  a  sub- 
stantial increase  in  the  number  of  certificates  sold.  This  is  the 
more  gratifying  as  the  Savmgs  Bank  deposits  for  the  year,  so  far 
from  showing  a  diminution  as  the  result  of  this  new  channel  of 
investment,  have  increased  bv  four  and  a  half  millions  sterlm<>- 
We  know  that  just  now  our  people  are  prosperous.  We  know 
too  that  much  of  that  prosperity  is  factitious,  and  must  have 
an  end.  We  fear  that  they  may  not  realize  this,  and  may  make 
imprudent  use  of  the  days  of  plenty  ;  and  that  fear  is  often  veiv 
loudly  expressed.  Let  us  at  all  events  welcome  any  evidence 
which  goes  to  show  that  there  is  some  instinct  of  prudence,  and 
give  all  the  possible  help  we  can  to  the  direction  of  that  instinct 
into  this  best  of  all  paths — the  taking  up  of  part  of  the  national 
security.  ''  Certificates  of  loyalty"  these  £l  holdings  have  been 
well  called  by  one  of  our  own  number.  Loyalty  can  have  no 
better  employment  than  in  advocating  and  helping  their  success. 
Every  holder  of  a  War  Savings  Certificate  is  a  partner  in  his 
country's  effort,  and  a  contributor  towards  its  victory. 

Among  the  practical  questions  of  present  interest  in  which 
our  profession  is  specially  interested  one  of  the  most  important 
is  that  of  life  office  valuations.  Here  as  much  as  anywhere  in 
the  national  finance  the  effect  of  the  war  has  been  felt.  It 
caused  an  immediate  and  very  foimidable  increase  in  a  diffi- 
culty which  had  been  existent  for  many  years — the  persistent 
depreciation  in  security  values.  So  prolonged  and  unvaried 
had  that  downward  movement  been  that,  as  we  all  remember, 
the  air  was  full  of  suggestions  of  various  kinds  as  to  how  the 
situation  might  be  met  by  some  special  measures ;  such,  for 
instance,  as  some  modifications  of  the  requirements  for  valuation 
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of  investments  in  the  balance  sheet,  or  a  change  in  the  rate  of 
interest  employed  in  the  valuation  of  the  liabilities.  In  the 
latter  connection  it  was  pointed  out  with  considerable  force 
that  the  real  rate  of  interest  realized,  if  securities  were  writtea 
down  to  market  values,  was  substantially  higher  than  that 
which  had  been  procurable  when  the  margin  between  it  and  the 
valuation  rate  had  been  held  adequate  for  safety.  If  a 
company  when  it  realized  all  round,  after  deduction  of  income 
tax,  four  per-cent  on  its  funds,  was  justified  in  valuing  at  three 
per-cent,  when  the  reahzed  rate  became  four  and  a  half  per-cent 
might  not  the  valuation  rate  rise  by  a  half  per-cent  also  ? 
There  were  grave  objections  to  any  practicable  suggestion,  and 
the  whole  subject  was  recognized  as  one  of  extreme  perplexity, 
which  yet  might  some  day  demand  a  decision.  Striking  in  on 
all  this,  the  war  transformed  the  whole  scene.  Security  values 
fell  to  unknown  depths.  The  rate  of  interest  rose  rapidly,  but 
alongside  of  it  in  grim  proportions  the  income  tax  rose  too. 
The  problem  of  valuation  became  more  difficult  than  ever,  but 
its  difficulties  were  of  a  more  serious  kind.  Conditions 
undreamed  of  and  unprecedented  had  arisen.  In  these  cir- 
cumstances it  must  stand  to  the  undying  credit  of  the  companies 
that  they  had  the  courage  to  adopt  the  motto,  '■  Stability  first ; 
profit  second."  As  would  of  course  happen,  the  conditions 
have  affected  in  varying  degrees,  according  to  circumstances, 
the  offices  whose  valuations  have  fallen  due  since  the  crisis- 
began;  but  the  motto  just  quoted  has  determined,  as  we  may 
be  sure  it  will  continue  to  determine,  the  line  of  action.  No 
company  which  has  felt  it  prudent  in  the  circumstances 
to  reduce,  postpone  or  pass  its  bonus,  will  suffer  for  it 
in  the  judgment  of  any  wise  or  thoughtful  man.  To  take 
in  sail  in  a  storm,  to  consolidate  resources  in  a  time  of 
uncertainty  and  danger,  are  steps  the  vindication  of  which 
may  safely  be  left  to  the  sure  and  irreversible  verdict  of  time. 
Mention  was  made  just  now  of  the  income  tax ;  and  this 
introduces  the  second  present-day  question  which  calls  for  notice. 
I  propose  to  say  a  few  words  only  with  reference  to  this  question. 
We  know  that  the  subject  has  been  one  of  perpetual  debate 
between  the  companies  and  the  collectors  of  the  Inland  Revenue. 
As  we  are  promised,  however,  a  commission  of  enquiry  into  the 
whole  subject,  and  as  it  is  admitted  to  present,  in  its  existing 
condition,  many  anomalies,  we  may  take  the  opportunity  to 
make  a  brief  reference  to  the  principles  involved.     The  present 
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circumstances  are  of  course  those  of  emergency.  The  action 
of  economic  law  here  is  rather  curious.  !Moner  is  in  demand. 
It  is  imperative  that  the  Government  should  have  it  to 
meet  war  outlay.  In  consequence  its  value  is  high.  On  the 
other  hand,  the  Government  taxes  interest,  as  such.  This  tax, 
as  a  source  of  revenue,  is  heavily  increased.  So  far  as  the 
recipient  of  interest  is  concerned,  these  two  tendencies  cancel  one 
another.  He  gets  a  high  rate,  but  subject  to  a  high  tax,  and  is 
very  much  where  he  was  before.  Now  it  is  easy  to  be  un- 
reasonable, even  unpatriotic,  in  this  matter.  Sir  Charles  Lucas, 
in  a  memorial  notice  of  that  great  Englishman,  the  last  survivor 
of  a  brilliant  band,  John  Llewellyn  Davies,  quotes  the  testimony 
of  a  friend  that  he  was  the  only  man  he  ever  met  who  felt  "a 
positive  pleasure  "  in  paying  rates  and  taxes.  "We  smile  at  this, 
but  may  learn  something  from  it.  Many  men  talk  nonsense 
about  taxation  being  robbery-  until  they  come  to  believe  it. 
Taxation  is  a  touchstone  of  citizenship.  That  we  fully  recognize ; 
but  the  point  as  regards  the  life  assurance  companies  lies  in  the 
unique  part  which  interest  plays  in  their  business.  It  is  necessary, 
according  to  the  assumptions  on  which  that  business  is  built,  to 
enable  them  to  fulfil  their  contracts.  The  Government  has  a  case 
in  point, — the  War  Savings  Certificate  which  we  were  recently 
discussing.  That  is  really  a  capital  redemption  policy  for  a  five 
years'  term  at  a  single  premium  on  a  five  per-cent  basis.  What 
has  the  Government  done  there  ?  It  has  to  fulfil  its  contract. 
It  makes  the  security  free  of  income  tax.  We  do  not  ask  for 
this.  Nor  should  we  ask,  if  I  may  venture  an  opinion,  to  be 
taxed  on  profits.  One  reason  I  would  give  for  this  is  that 
"profits"  as  we  understand  them  hardly  correspond  to  the  strict 
meaning  of  that  term.  A  considerable  portion  of  those  "  profits  " 
have  been  paid  for,  by  premium  loadings.  We  should  also  have 
possible  complications  and  difficulties  arising  out  of  the  varied 
systems  of  valuation  and  distribution  adopted  by  different 
companies.  AVe  have,  I  think,  a  better  and  fairer  basis  in 
adhering  to  the  principle  of  payment  on  interest  income,  but 
with  some  discriminatiom  in  the  proportion  of  that  income 
made  subject  to  tax.  Logically,  it  might  be  the  surplus  by 
which  the  interest  realized  exceeds  an  assumed  average 
valuation  rate.  I  do  not,  however,  make  any  definite 
suggestion,  for  the  subject  abounds  with  difiiculty.  All  that 
I  have  in  view  is  to  try  to  indicate  the  rationale  of  our  claim 
for  reconsideration. 

TOL.L.  Q 
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An  outstanding  event  of  actuaiial  interest  during  the  past 
year  has  been  the  work  of  the  Departmental  Committee  on 
Approved  Society  Finance  and  Administration  which  has  been 
appointed  to  consider  questions  arising  out  of  the  workmg  of  the 
Health  section  of  the  National  Insurance  Act.  It  is  a  carefully 
selected  and  thoroughly  representative  body  which  under  the 
able  chairmanship  of  Sir  Gerald  Ryan  has  worked  with  an  energ\', 
a  devotion,  and  a  thoroughness  beyond  all  praise.  Setting  apart 
regularly  for  its  labours  not  less  than  two  days  in  each  week  it 
has  received  and  considered  a  very  large  body  of  evidence,  and 
has  published  an  interim  Report  in  May  last.  That  is  so  ably 
summarized  in  our  Journal  that  there  is  no  need  here  to 
attempt  to  recapitulate  its  contents,  apart  from  the  fact 
that  within  the  limits  of  time  at  our  disposal  no  adequate 
account  of  them  could  be  given.  It  is,  however,  a  document  of 
great  interest  and  value,  which  will  well  repay  close  study. 
From  the  first  it  has  been  recognized  that  the  National  Health 
Insurance  Scheme  must  from  the  nature  of  the  case  be  looked 
upon  as  to  a  substantial  extent  experimental.  Experience  alone 
could  teach  some  of  the  lessons  which  must  be  learned  before 
the  instrument  could  be  perfected.  Experience  has  revealed  two 
outstanding  difficulties ;  the  excess  of  actual  over  assumed 
siclmess  rates  among  female  lives,  and  the  disadvantageous 
position  occupied  by  approved  societies  which  derive  their  mem- 
bership wholly  or  mainly  from  those  engaged  in  exceptionally 
unhealthy  trades.  The  provisions  of  the  Act  are  also  considered 
insufficiently  elastic  to  cover  temporary  periods  of  excessive 
siclaiess  or  other  adverse  contingencies.  The  Report  recommends 
meeting  these  difficulties  by  a  reduction  of  the  Sinking  Fund, 
and  by  setting  up,  with  the  income  thus  freed,  special  Funds  for 
a  period  of  ten  years, — experimentally.  This  will  have  the  effect 
of  prolonging  for  six  years  the  operation  of  the  Sinking  Fund. 
This  is  the  general  result,  but  the  real  force  of  the  Report  is  only 
to  be  appreciated  by  careful  perusal.  The  minute  and  impartial 
attention  bestowed  on  every  detail;  the  strict  adherence  to 
equity  among  the  several  classes  of  beneficiaries ;  the  resource 
and  ingenuity  shown  in  handling  the  position ;  give  confidence 
that  the  work  is  in  capable  hands  and  that  the  history  of  this 
great  national  enterprise  will  be  one  of  success. 

Within  the  last  few  days,  and  since  the  foregoing  words  were 
written,  the  full  Report  of  the  Committee  has  appeared.  Its 
lenoth,  and  the  short  time  since  its  pubUcation.make  any  worthy 
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or  adequate  notice  of  it  here  impossible.  All  that  can  be  done 
is  to  record  its  issue,  and  to  bespeak  for  it  the  careful  study  it 
demands.  It  makes  further  important  recommendations,  some 
of  which  have  been  summarized  in  the  daily  press.  It  bears 
throughout  evidence  of  the  qualities  which  have  been  mentioned 
as  characterizing  the  interim  Report ;  following  the  same  line  of 
maldng  past  experience  a  guide  to  the  operations  of  the  future. 

That  mention  of  the  future  brings  us  to  the  last,  and  by  no 
means  easiest,  part  of  our  survey  to-night.  When  it  will  happen 
is  given  to  none  to  know,  but  the  time  is  certainly  approaching 
nearer  every  day  when  the  war  will  cease,  and  we  shall  be  con- 
fronted with  the  problem  of  rebuilding  the  social  fabric  and 
repairing  the  ravages  of  destruction.  How  shall  we  set  about 
it  ?  As  those  who  have  learned  nothing  and  forgotten  nothing, 
or  as  those  whom  this  unparalleled  experience  has  made  wiser 
than  they  were  ? 

The  financial  position  up  to  the  end  of  March  next,  assuming 
the  war  to  continue  so  long,  has  been  forecast  for  us  by  various 
authorities.  The  Chancellor  of  the  Exchequer  in  his  speech  of 
10  August  last,  estimated  that  under  these  conditions  the 
National  Debt  would  by  31  March  amount  to  £3,440,000,000, 
and  the  advances  to  our  Allies  and  Dominions  to  £800,000,000. 
leaving  us  with  a  net  indebtedness  of  £2,640.000,000.  Against 
this,  he  said,  we  should  be  collecting  a  revenue  in  one  year 
equal  to  one-fifth  of  the  net  debt — say  roughly  £500.000,000. 
Besides  this  he  set  estimates  of  the  total  annual  income  and 
capital  wealth  of  the  nation  amounting  respectively  to 
2.600  milhons  and  15,000  millions  sterling.  Sir  George  Paish, 
addressing  the  Statistical  Society  in  March  last,  and  approaching 
the  subject  in  rather  a  different  way,  arrives  at  an  estimated  net 
war  indebtedness,  in  March  1917,  of  2,247  milhons.  As  regards 
the  national  income,  he  places  it,  as  inflated  by  the  war,  at 
3,000  milhons,  but  regards  its  normal  amount  as  2,400  millions  ; 
and  estimates  the  national  capital  at  17,000  millions  sterling. 
No  one  who  has  looked  into  this  subject  of  estimating  the 
national  income  and  capital  can  fail  to  have  been  impressed  by 
the  difficulties  such  a  task  presents.  Dr.  J.  C.  Stamp  in  his 
great  book  "  British  Incomes  and  Property"  gives  a  valuable 
table  showing  the  various  estimates  which  have  been  made  in 
past  years.  He  supports  on  the  whole  Sir  L.  Chiozza  Money's 
estimates  for  1914  of  2,100  millions  income  and  16,000  millions 
capital,  and  quotes  for  1812  (the  nearest  we  can  get  to  1815)  the 
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estimates  of  Colquhoim ;  431  millions  income  and  2.700  millions 
capital.  It  seems  probable  that  the  1914  estimates,  especially 
that  of  income,  are  miduly  low  for  1917,  even  deducting  the  war 
inflation  ;  but  if  we  accept  them,  and  assmne  Colquhoun's  1812 
figures  as  good  for  1815,  we  can  get  a  rough  view  of  the 
-comparative  position.  The  National  Debt  at  the  end  of  the 
Napoleonic  wars  was  900  millions.  If  we  take  the  Chancellor's 
estimate  of  a  net  debt  of  2,640  millions  in  1917,  it  is  clear  that 
we  should  stand,  as  compared  with  1815,  in  a  position 
twice  as  favourable  in  relation  to  capital,  and  one  and  four-fifths 
times  as  favourable  in  relation  to  income. 

Interesting  as  these  estimates  and  forecasts  are,  there  is  so 
much  about  them  all  which  must  be  speculative  that  they 
cannot  be  made  the  gromid  for  positive  inferences.  The 
great  determining  factor,  the  duration  of  the  war,  remauis  an  im- 
known  Cj[uantity,  and  that  fact  makes  ever}''  calculation  a  guess. 
What  we  may  take  as  certain  is  that  when  the  end  comes 
the  nation  will  find  itself  faced  with  financial  responsibilities 
dwai'fing  into  insignificance  those  of  any  past  period  of  its 
histoiy.  It  will  face  them  with  a  strength  of  resource  gTeater, 
both  relatively  and  absolutely,  than  it  has  ever  laiown  before. 
The  problem  can  be  triumphantly  solved  without  friction  or 
■discord,  if  (and  this  condition  is  essential)  it  be  met  along  the 
line  of  facing  things  as  they  are,  remembering  that  the  war  has 
changed  everything,  that  there  is  no  virtue  in  any  former 
tradition  unless  in  the  changed  conditions  it  can  hold  its  o^vn  by 
virtue  of  its  inherent  reasonableness,  and  that  we  have  to 
build  up  a  new  social  order  which  in  many  ways  must  differ 
from  that  of  the  past. 

If  we  are  to  come  through  our  difficulties,  the  productivity 
of  the  nation  must  be  increased.  In  sa^-ing  this  one  is  of  course 
thinking  of  the  pre-war  standard.  Since  the  conflict  began,  that 
productivity  has  risen  to  a  level  which  no  one  would  have 
deemed  possible.  This  has  happened  because  in  presence  of  a 
common  peril  we  have  thrown  away  old  restrictions  and 
obstacles  and  worked  as  those  who  have  one  end  in  view.  If 
that  attitude  can  be  continued,  we  shall  have  nothing  to  fear. 
The  chief  prospective  difficulty  in  the  way  lies  in  the  relations 
between  labour  and  capital. 

The  very  mention  of  these  words  suggests  sharp  bygone 
controversies.  Let  us  put  that  spirit  aside,  and  look  at  the 
question  from  the   standpoint  of  that  great  solver  of  strife, 
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histon-.  What  was  the  course  of  reconstruction  after  1815  ?  It 
began  badly.  For  many  years  previously  the  policy  of  enclosure 
of  common  land,  steadily  pursued,  had,  while  it  certainly 
promoted  agriculture,  reduced  one  class  of  the  community,  the 
cottagers  or  small  holders,  to  abject  poverty.  When  the 
factitious  prosperity  caused  by  war  prices  ceased,  therefore,  and 
the  pinch  came,  there  was  already  one  section  of  the  populace 
in  the  extremity  of  distress.  Then  came,  breaking  up  and 
transfo lining  social  conditions  on  all  sides,  the  enormous  advance 
in  the  industrial  revolution,  and  the  factory  system.  We  were  not 
prepared  for  the  suddenness  or  the  scale  of  these  changes.  It  is 
difficult  not  to  feel  that  if  the  rate  of  material  progress  had  been 
half  as  fast,  the  sum  of  human  happiness  would  have  been 
greater,  and  that  of  himian  miser}'  less.  But  there  was  no  checking 
the  natural  expansion.  We  became  a  manufacturing  people .  Men 
and  women  flocked  into  the  towns.  Population  trod  close  on 
the  hmits  of  subsistence.  Politically,  the  spirit  of  the  time  was 
individualist.  The  state  had  to  maintain  order ;  to  keep  the 
ring  for  the  survival  of  the  fittest.  So  came  about  the  state  of 
things  which Carlyle  has  described  as  "  anarchy  plusapohcemau.'' 
The  workers  became  numerous  and  strong  enough  to  make 
their  united  power  formidable.  The  principle  of  "collective 
bargaining'"'  was  estabhshed;  with  the  result  that  we  have  now 
some  four  millions  of  operatives  (andthe  bulk  of  these,  remember, 
among  the  most  intelhgent,  competent,  and  self-respecting  of 
their  kind),  members  of  Trade  Unions. 

So  the  development  went  on,  in  more  or  less  haphazard 
fashion,  working  itself  out  with  what  I  think  wiU  seem  to  us  all 
some  day  a  considerable  waste  of  force  and  energy,  and  a  good 
deal  of  preventible  suffering  to  all  classes.  Meanwhile,  how- 
ever, a  sense  of  deep  dissatisfaction,  not  always  articulate,  had 
been  growing.  The  rigid  individualism  of  early  Victorian  days 
was  dead.  If  set  to  find  a  phrase  in  which  briefly  to  express  the 
slowly  developing  ideal  which  began  to  make  much  party  strife 
seem  trivial,  one  might  choose  the  words  "The  nation  a  family." 
They  have  the  defects  and  limitations  which  any  such  condensed 
description  of  a  complex  thing  must  have,  but  the  root  idea  is 
of  a  community  whose  interests  shall  be  treated,  not  in  rhetoric 
but  in  fact,  as  co-operant,  not  antagonistic.  Then  came,  as  a  bolt 
from  the  blue,  the  war ;  which,  whatever  its  horror  and  tragedy, 
will  be  ever  memorable  for  some  of  us  as  having  at  a  step 
brought  us  nearer  this  ideal  than  we  misht  otherwise  have  come 
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for  many  years.  Shall  it  hereafter  be  said  that  we  have  been 
thus  fused  into  one  only  in  presence  of  a  common  peril,  and 
that  when  it  is  removed  our  old  divisions  will  reappear  ?  Is 
there  then  no  other  peril,  at  least  as  deadly  if  not  so  obvious,  to 
which  in  our  days  of  peace  we  had  drifted  far  too  near,  and 
which  waits  upon  a  disintegrated  people?  "A  house  divided 
against  itself  cannot  stand." 

Fortunately,  we  have  cause  to  hope  for  better  things.  In 
the  very  valuable  little  book  pubhshed  imder  the  auspices  of  the 
British  Association,  entitled  "  Labour,  Finance  and  the  "War", 
the  Committee  of  that  Association  which  examined  the  question 
of  industrial  unrest,  making  a  recommendation  that  there  be 
for  the  future  regular  opportunities  of  conference  between 
employers  and  employed,  not  as  emergency  measures  when 
trouble  has  occurred,  but  as  part  of  a  machinery''  preventing  its 
occurrence,  describes  the  proposal  as  ha^^ng  had  the  approval  of 
well-known  representatives  both  of  capital  and  labour.  Professor 
A.  W.  Kirkaldy,  as  Chairman  of  the  Committee  and  Editor  of 
the  volmue,  emphasizes  this  in  words  which  I  ask  permission  to 
quote.  "  The  attitude  of  all,  supplemented  by  that  of  other 
"  representative  men  interviewed  in  the  course  of  the  inquiry, 
"  strengthens  the  hope  that  we  may  be  on  the  threshold  of  a  new 
"  era.  If  only  the  attitude  taken  up  under  the  stress  of  war  be 
"  maintained  for  a  few  years  a  peaceful  revolution  will  result,  and 
"  we  shallwonder  why  we  did  not  take  the  obvious  steps  sooner." 

Is  all  this  out  of  place  in  a  discussion  of  topics  of  special 
interest  to  us  as  actuaries  ?  I  venture  to  think  not.  When  we 
consider  it  closely,  we  find  that  the  principle  underlying  our 
science,  the  assessment  of  hazards  so  that  they  may  be  met  by 
an  average  continuous  effort  and  thus  deprived  of  their  power 
to  produce  individual  catastrophe,  has  very  much  in  common 
with  any  eftoi-t  to  bind  a  community  together  in  one.  A  friend 
of  mine  used  to  call  insm'ance  "the  socialism  of  the  practical 
man  " ;  and  those  of  us  who  had  the  pleasure  of  hearing  or 
reading  Mr.  Armstrong's  recent  Presidential  Address  to  the 
Insurance  Institute,  will  remember  how  eloquently  he  emphasized 
the  idea  underlying  such  a  phrase.  Fortunately,  we  have  a 
striking  instance  ready  to  our  hand.  Discussion  and  negotiation 
respecting  the  Health  Section  of  the  National  Insurance  Act 
have  naturally  rather  overshadowed  the  history  of  its  second 
section,  which  dealt  with  Unemplo^'ment  Insurance.  All  who 
read  the  first  Report  under  that  Section,  pubhshed  in  1913,  must 
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have  been  impressed  by  the  amount  achieved  in  the  way  of 
organization  and  the  smoothness  of  working  secured,  as  well  as 
by  the  assistance  given  through  the  trade  unions,  over  half-a- 
million  employees  arranging  their  operations  under  the  Act 
through  such  societies.  Through  the  good  offices  of  my  friend 
Sir  Alfred  Watson  and  by  the  courtesy  of  the  Board  of  Trade, 
I  am  able  to  say  that  the  total  accumulated  amount  of  the  Fund 
at  the  present  time  is  £7,475,000;  and  that  the  total  amount 
paid  to  workpeople  in  unemployment  benefit  from  the  beginning 
is  nearly  £1,230,000.  The  number  of  insured  worlq^eople  (other 
than  the  munition  workers  whom  recent  legislation  has  included, 
and  figures  concerning  whom  are  not  yet  available)  is  estimated 
at  rather  over  2,100,000.  Here  then,  in  view  of  the  depression 
and  unemployment  we  may  have  to  face  in  some  of  the  years 
succeeding  the  war,  is  a  store  laid  by  which  will  be  of  the  utmost 
value.  So  far  as  the  trades  covered  by  this  legislation  are  con- 
cerned, there  is  provision  towards  the  day  of  trouble  gained  by  a 
steady  process  of  contribution  which  has  inflicted  no  hardship. 

As  we  look  into  the  futm-e,  with  the  hope  that  the  gi-eat  ideal 
of  a  nation  bound  together  by  ties  of  s}Tnpathy  and  mutual 
understanding  may  more  and  more  prevail,  possibiUties  of  the 
extension  of  this  principle  of  common  protection  seem  to  increase 
and  multiply.  There  is  probably  no  ordinary  hazard  of  hfe 
which  cannot  be  thus  dealt  with,  subject  to  one  great  prehminary 
condition.  We  want  the  facts.  Given  these,  so  that  the  true 
bearings  of  the  problem  may  be  set  out,  our  science  is  daily 
becoming  more  competent  to  attempt  its  solution.  The  scientific 
method  of  dealing  with  statistics  is  a  subject  to  which  some  of 
the  most  brilliant  minds  in  our  profession  are  increasingly 
devoted.  So  I  would  venture  again  to  urge,  as  one  of  the 
desiderata  of  reconstruction,  that  Government  Statistical 
Department  for  which  Professor  Bowley  some  years  since  put  in 
a  plea.  The  under-estimate  of  female  sickness  rates  in  the 
National  Health  Insurance  scheme,  to  which  reference  has  already 
been  made,  was  entirely  due  to  the  absence  of  statistical  data. 
We  ask  for  full  and  abundant  facts,  ehcited  by  those  who  have 
statutory'  authority  to  support  them  in  their  requisition. 

We  have  said  that  the  great  achievement  of  actuarial  science 
dm*ing  the  last  century  has  been  the  construction  of  the  fabric 
of  hfe  assurance.  There  the  main  principles  are  laid  down, 
the  practice  is  established.  To  its  conduct  the  skilled  labour 
of  the  actuary  is  and  will  remain  essential,  but  it  is  not  likely 
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to  assume  any  radically  new  form.  May  it  be  that  in  the  epoch 
near  whose  threshold  we  now  stand,  one  of  reshaping  and 
remaking  the  national  life,  the  correspondingly  characteristic 
part  that  actuarial  science  is  to  play  will  lie  in  its  work  along  the 
multiplying  paths  of  pubhc  service  which  will  open  before  it  ? 

Upon  such  a  note  of  hope  I  would  address  myself  especially 
in  conclusion  to  the  yoimger  members  of  our  profession.  It  is 
difficult  on  the  present  occasion  to  do  so  without  feehng  a  certain 
presimiption.  Upon  the  yomig  has  fallen  the  tragic  burden  of 
the  nation's  ordeal,  and  in  comparison  Avith  what  they  are  doing 
and  have  done,  all  else  for  the  time  seems  overshadowed.  Many 
who  would  in  ordinary  circumstances  have  been  with  us  to-night 
are  risking  their  lives  for  their  countiy  on  the  field  of  battle. 
Some  will  be  with  us  no  more.  But  a  time  is  approaching  when 
this  hard  path  will  have  been  traversed  to  the  end ;  and  to  those 
who  then  stand  at  the  cutset  of  an  actuarial  career  the  opportunity 
of  that  coming  day  holds  out  a  hand  of  iuAntation.  "Peace 
hath  her  victories,  no  less  renown"d  than  war."  The  building 
up  of  a  social  order  cemented  by  mutual  confidence  and  organized 
for  mutual  help  is  a  task  in  which  it  will  be  no  mean  honour  to 
have  borne  a  part.  To  the  accomplishment  of  such  ends,  the 
need  of  scientific  guidance  in  such  questions  as  you  study  is  more 
and  more  widely  acknowledged.  Of  this  I  may  just  give  one 
significant  piece  of  evidence.  Our  larger  Friendly  Societies  are 
appreciating  more  and  more  the  necessity  of  seeking  the  advice 
of  actuaries  in  the  conduct  of  their  afiairs,  and  the  great  majority 
of  the  current  valuations  of  Friendly  Societies  have  been  placed 
in  the  hands  of  members  of  the  Institute.  In  that  direction  it 
is  instinctively  felt  that  safety  lies.  This  is  chiefly  interesting 
as  being  typical  of  the  general  attitude  of  the  public  mind,  in 
its  recognition  of  the  need  for  the  help  of  actuarial  science  in. 
the  working  out  of  the  social  problems  of  the  future.  And  to 
what  worthier  vocation  could  men  be  summoned?  To  direct, 
with  scientific  foresight,  enterprise  which  has  for  its  end  the 
increase  of  well-being  and  the  diminution  of  poverty  in  a  nation  ; 
to  assist  in  building  up  protection  against  disaster,  and  the 
security  which  gives  peace  of  mind  ;  to  lay  down  the  fines  along 
which  common  effort  may  redound  to  the  good  of  all,  and  the 
prosperity  of  a  people  be  unshaken  in  its  fields  and  in  its  homes ; 
"  These  are  imperial  works,  and  worthy  kings." 
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Frequency  Curves  and  Correlation.    Addendum  {with  Diarjram) 
and  Errata.    Bi/  AV.  Palix  Eldertox,  F.I. A. 

UINCE  1906,  when  "  Frequency  Curves  and  Correlation  '"  was 
published,  further  work  has  been  done  on  the  subject,  and  the 
following  pages  are  put  forward  with  the  idea  of  bringing  the 
book  more  up  to  date. 

There  is  a  warning  in  connection  with  probable  errors  dealt 
with  in  Chapter  VIII  which  should  be  borne  in  mind  in  all 
statistical  work.  It  is  that  we  are  not  justified  in  assuming 
that  the  normal  curve  of  error  describes  the  distribution  of 
errors  in  all  cases.  When  the  number  of  cases  is  large  it  is 
generally  sufficiently  accurate,  but  in  many  cases  it  is  unsuitable 
and  in  some  cases  may  lead  to  wrong  conclusions.  This  may 
be  inferred  from  the  many  peculiar  shapes  of  frequency 
distributions  fomid  in  general  curve  fitting  and  from  the  fact 
that  actual  samples  of  correlated  material  give  all  these  extreme 
forms  and  show  that  the  criticism  is  a  practical  one  which  must 
be  borne  in  mind  in  practical  work. 

The  study  of  deviations  in  these  cases  is  still  being  developed  ; 
it  is  of  some  importance  in  actuarial  work  where  the  deviations 
with  which  we  are  concerned  arise  from  a  distribution  which 
is  by  no  means  normal^  e.g.  (2^  +  ^)'*  whei'O  q  the  probability  of 
dying  in  a  year  is  a  very  small  quantity. 

A  list  of  mistakes  in  "Frequency  Curves  and  Correlation  " 
is  also  given .  I  apologize  for  these  mistakes  and  thank  the  many 
friends  who  have  helped  me  by  caUing  my  attention  to  them. 
I  am  afraid  a  few  mistakes  may  still  lurk  undetected  in  the  book  ; 
if  so,  I  can  only  hope  that  they  will  cause  little  inconvenience  to 
readers. 

I. — UxcoMMox  Frequency  Types. 

In  the  course  of  statistical  work  a  distribution  is  sometimes 
fomid  which  appears  different  in  its  algebraic  form  from  the 
usual  t}-pes,  but  can  nevertheless  be  described  accurately  by  those 
types.  An  example  which  will  give  an  indication  of  the  kind  of 
case  we  have  in  mind  is  a  distribution  arising  from  recording 
the  number  of  sequences  in  coin-tossing  or  dice-throwing 
experiments  :  the  distribution  is  a  geometric  progression  and 
this,  although  a  well-known  result  in  probabihty,  is  not  at  first 
sight  a  necessary  form  of  Pearson's  series  of  frequency  curves. 

The  expression^  however,  for  his  Type  III  is  e~y-'(  I  +  - )     '^"^1 
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if  j>  ^6  P^^  equal  to  zero,  we  obtain  the  exponential  e~y^ 
which  gives  the  series  we  want.  This  possible  hmit  was  casually 
pointed  out  by  me  in  "  Frequency  Curves  and  Correlation,"  but 
I  did  not  investigate  generally  the  circumstances  in  wliich  this 
happened,  nor  did  I  appreciate  that  other  interesting  special 
cases  might  arise  with  other  types.  A  recent  paper  by  Prof. 
Pearson  deals  with  various  special  cases  which  are  so  different 
from  the  curves  to  which  we  are  accustomed  that  he  has  dealt 
with  them  as  new  types.  These  types  arise  in  certain  hmiting 
cases  of  Types  I,  II  and  VI,  and  give  straight  lines,  curves 
starting  with  an  infinite  and  ending  \vith  a  finite  ordinate.,  two 
separated  blocks  of  frequency,  and  curves  starting  at  a  finite 
ordinate  and  ending  at  zero  either  at  a  finite  point  or  at  infinity  : 
among  these  last  is,  of  course,  the  exponential  to  which  we  have 
already  referred. 

Before  turning  to  the  expressions  for  these  new  t}-pes  it  may 
be  useful  to  give  a  table  of  various  pecuhar  distributions  that 
have  been  obtained  from  insurance  and  other  material. 


Examples  of  uncommon  Frequency  Types. 

469 

45 

119 

4,165 

33 

68 

186 

38 

100 

2,028 

53 

24 

166 

46 

86 

982 

65 

17 

134 

53 

75 

480 

81 

14 

122 

43 

61 

266 

101 

12 

112 

38 

50 

132 

131 

11 

49 

39 

71 

186 

10 

41 

27 

36 

350 

10 

44 

22 

17 

10 

52 

12 

9 

11 

i 

3 

2 

1 
1 
1 
1 

12 
20 

1,189 

449 

594 

8,192 

1,000 

219 

This  table  shows  distributions  which  at  first  sight  have  little 
likeness  to  the  frequency  curves  with  wliich  we  are  familiar; 
they  can,  however,  be  fitted  with  reasonable  accuracy  by 
Pearson's  generahzed  curve.  Some  of  them  are  rather  hke  the 
J-shaped  curve,  of  which  examples  are  given  on  pp.  66,  104  of 
"  Frequency  Curves  and  Correlation",  but  others  have  little 
resemblance  even  to  this  extreme  type.  The  table  includes 
(col.  6)  areas  of  a  U-shaped  curve  which  is  rare  ;  in  fact,  I  have 
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not  succeeded  in  finding  a  suitable  distribution  of  this  shape 
among  actuarial  statistics,  but  such  a  distribution  might  occur 
among  terminations  (including  withdrawals)  in  term  policies  of 
ten  years,  say,  or  similar  endowment  assurances. 

It  ^vill  now  be  convenient  to  take  each  curve  in  order  and 
give  the  formulae  to  enable  it  to  be  fitted  to  the  statistics,  the 
circumstances  in  which  it  arises  {i.e.,  the  criterion),  and  numerical 
examples.  It  may  be  remarked  that  the  types  can  be  easily 
picked  out  from  a  diagram  given  in  Prof.  Pearson's  paper  ;  this 
diagram  sets  out  for  all  possible  values  of  j3i  and  ySo  the  type 
that  should  be  used. 


Tijpe  VIII. 

Eaiig'e  from  an  infinite  ordinate  at  —a  to  a  finite  ordinate, 

yo,  at  0. 

w  is  found  from  the  solution  of 

m3(4-/3,)+m2(9/3,-12) -24/3,1/1  + 16/3,  =  0 

and  must  be  not  <  0  or  >  1. 

y^  =  'N{l  —  m)^-a 

The  distance  of  the  mean  from  x=—a  is  a{l  —  m) -^ {2  —  m) . 
When  /x-3  is  positive  a  is  negative. 


The  curve  is  a  special  case  of  Type  I  wdien  vio  is  zero,  that 
is,  Avhen 

r-2=/-(r  +  2)v/{A-^[A(r  +  2)-^+16(r+l)]} 

where  r  =  6(/32-/3i-l)^(0  +  3/S,-2/3,) 

that  is  when 

(3A-2y3,  +  6){^,(/3,  +  3)2  +  4/3i{4A-3A)(3A-2A  +  6) }  '  ^ 

is  zero. 

The  criteria  for  Type  A^III  can  be  reduced  to  (1)  special 
case  of  Type  I,  (2)  \  =  0,  (3)  5/3o— 6/Si-9  is  negative.  It  may 
be  added  that  24/3.2— 27/3i  — 38  is  sniall ;  theoretically  positive. 

If  /3i  =  0  an  interesting  special  case  arises,  in  which  m  =  0, 
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and  the  curve  becomes  a  horizontal   line,  which   is  also  the 
limit  of  Types  IX  and  XII. 

The  solution  of  the  cubic  for  m  gives  trouble,  tn  can  also 
be  found  from  m= -2(5;S,-6/3,-9)--(3/3,-2/3.,  +  6),  and 
though  this  involves  ^2  it  should  theoretically  give  the  same- 
value  of  m  as  the  cubic.  As  the  criterion  is  not  exactly 
reached  in  practice  the  two  results  differ,  and  it  seems 
preferable  to  find  m  from  the  cubic  by  using 


_24/3j-v/{24-^/3r— 64A(m^(4-/3,)  +  9;g,-I2)} 
'""  2(m'(4-/3,)+9A-12) 

where  m  is  found   from  the   expression  in  j3i  and  /3o  given 
above  or  by  some  other  trial  method. 

An  alternative  is  to  find  from  the  criteria  or  from  the 
diagram  at  the  end  of  Pearson's  paper  the  value  of  j3-,  which 
is  the  consequence  of  the  particular  value  of  /Si  Avhen  a 
Type  VIII  curve  occurs,  and  use  this  theoretical  value  in 
finding  m  instead  of  the  ^o  given  by  the  actual  statistics. 

Example/^ 


Frequency 

Graduation  (1) 

1 
Graduation  (2)    ' 

469 

437 

436 

186 

222 

209 

166 

1           165 

161 

134 

136 

141 

122 

!           120 

127 

112 

109 

115 

1,189 

1,189 

t 
1,189 

The  mean  is  '65518  of  an  interval  after  the  centre  of  the- 
186  group.     The  constants  were 


//2 

2-986 

/^3 

3-295 

H-i 

18-252 

^I 

•408 

^■2 

2-047 

\ 

--05 

5/3. 

-6A-9 

negative. 

Hence    Type    VIII 

m 

-500 

can  be  used. 

a 

-5-797 

yo 

102-6 

*  111  the  numerical  work,  with  a  few  exceptiuns,  I  used  more  figures  thaiv 
are  shown. 
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The  curve  runs  from  -277  before  the  initlJle  of  the  first  to 
'02  after  the  end  of  the  last  group.  The  graduation  is  shown 
(No.  1)  above. 

The  areas  can  be  calculated  by  the  expression 

//_,.  X  (a— ?-)h-(1  — 7h) 

which  gives  the  area  of  the  remainder  from  —r  to  —a.  In 
the  particular  case  the  range  could  be  fixed  as  6  as  the  data 
related  to  six  months'  experience  of  maturities  among  endowment 
assurances,  and  remembering  that  the  mean  is  a  (1  —  m)-^  (2  —  m) 
we  found 


Vo 


•439 
IIM 


The  areas  resulting  are  given  in  graduation  (2).  The  following 
table  gives  the  calculation  of  the  areas  in  this  case.  The  equation 
to  the  curve  is 


y=nM(i_|)- 


Avith  range  from  0  to  6,  a  being  negative  because  /xs  is  positive. 


X 

1-.T/6 

Colog  (2) 

(3)  X  m 

(4)  + log  1111 

Log.-''' 

Antilog  (6) 

Remainder 
of  range 

(7)  X  (8) 

Area 
required 

1  ^^> 

(2) 

(3) 

(4) 

(5) 

(6) 

C) 

(8) 

(9) 

(10) 

'  '  0 

6 

1,189 

115 

1 

•8333 

•0792 

•0348 

•0804 

2-3318 

214-7 

5 

1,074 

127 

2 

•6667 

•1761 

•0774 

•1230 

2-3744 

236-8 

4 

947 

141 

3 

•5000 

•3010 

•1323 

•1779 

2-4293 

268^7 

3 

806 

161 

4 

•3333 

•4815 

•2118 

•2574 

2-5088 

322^7 

2 

645 

209 

r 

•1667 

•7781 

•3419 

•3875 

2-6389 

435-5 

1 

436 

436 

Some  of  the  columns  can  be  dispensed  with  :  they  are  shown 
in  detail  to  make  the  method  clear. 

Both  graduations  are  reasonably  close  to  the  facts. 

An  example  of  the  limiting  case  will  be  found  in  the  following 
statistics  : 
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No. 

Frequency 

Graduation 

Theoretical 

1 

45 

42 

45 

2 

38 

45 

45 

3 

46 

45 

45 

4 

53 

45 

45 

5 

43 

45 

45 

6 

38 

45 

45 

7 

49 

45 

45 

8 

41 

45 

45 

9 

44 

45 

45 

10 

52 

48 

45 

449 

450 

450 

The  mean  is  -57  after  the  middle  of  the  5  group  ;  the  moments 

are 

/Ao  8"o74 

^l,  -026 

//,  124-46 

/3,  -Oil 

/3,  1-78 


Hence 


7/=449-4-2v/3/i; 

=  44-8 


The  range  is  from  -57  to  10-43. 

The  series  was  found  by  summing  in  tens  the  last  figure  of 
Carlisle  3|  per-cent  Table  of  K^  and  the  mean  should  be  at  5-5 
theoretically  instead  of  5-57  and  y  should  be  45.  The  range  should 
be  -5  to  10-5.  The  example  is  interesting  as  showing  how  the 
Pearson-curves  graduate  in  an  extreme  case.  The  "  graduation  " 
and  theoretical  results  are  shown.  In  the 
decimals  have  been  neglected. 


graduation  "^ 


Ty'pe  IX. 


?/=//«(  1+^y 


Range  from  a'=— «  where  ?/  =  0  to  x  =  0  where  y  =  yo 
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m  is  found  by  solviiig 

m-''(/3.-4)  +  m2(9/3,-12)+24r/!/g,  +  16/3,  =  0 

7/  =  N(m+  1)-Hrr 
The  distance   of  tlie  mean  from  x= —aia  a(m  +  l)^^<y)ii-\-2). 


x\s  in  Type  VIII  the  value  of  m  can  be  found  by  simphfying 
the  cubic  into  a  quadratic,  or  by  the  other  method  indicated. 

The  criteria  are  reached  throug;li  the  same  equation  as 
those  for  Type  VIII,  and  can  be  reduced  to  (1)  special  case 
of  Type  I,  (2)  \  =  0,  (3)  5/3, -6/3, -9  is  positive,  (4)2/32-3/3,-6 
is  negative. 

If  /32  =  2'4  and  y3,  =  "32  the  curve  becomes  a  sloping  line 

v/2X 


v/2X/,  X    \ 


If  /3i  —  0  we  reach  a  horizontal  line  as  the  limit,  while  if 
^•2=9  and  ;i3i=4,  we  have  the  other  limit  of  Type  IX,  and  find 
the  exponential  series  (Type  X). 

Example. 


Durjition 

Exposed  to 
Bisk  in 
Annuity 

Experience 

Type  IX 

Frequency    j 
Line          1 

0 

1 

2 
3 
4 
5 
6 
7 
8 
9 
10 

119 
100 
86 
75 
61 
50 
39 
27 
22 
12 
3 

118 
98 
85 
74 
63 
52 
41 
30 
20 
11 
2 

108 
97 
86 
76 
65 
54 
43 
32 
22 
11 
0 

594 

594 

594 

The  mean  is  at  2-909  assuming  the  exposed  to  risk  to  be  au 
ordinate  at  the  duration  or  an  area  from  n—  ,^  to  '^  +  ^ . 
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/i-2 

6-27 

/i:) 

10-99 

/^4 

102-50 

yS. 

•490 

/3. 

2-606 

.■>/5.- 

-(3/3,-9 

positive 

2^.- 

-3/3,-G 

negative 

The  curve  is  not  far  from  IVpe  IX,  and  if  /3i  had  Ijeen 
*32   and    ^2    2-4,    we    should   have    reached    a    straight    line 

//  =  1J  1-S(  1  —  ,- r^, )  with  range  from  —-6  to  10-0  and  obtained 

the  graduation  shown.  The  whole  area  — 'G  to  +"5  is  taken 
as  the  frequency  for  duration  0.  Using  Type  IX,  the 
following  constants  are  reached  : 

m  M23 

a  -10-913 
yo  115-54 
The  curve  runs  from  —-586  to  10-3275.  The  118  in  the  first 
group  has  been  taken  as  the  area  from  — "586  to  +-5. 
Theoretically  there  cannot  be  an  exposed  before  duration  — '5, 
but  as  we  are  merely  giving  an  example  of  fitting  a  curve  to  a 
series  of  numbers  this  need  not  concern  us.  The  difficulty  could 
be  met  by  fitting  a  system  of  ordinates  or  by  assuming  a 
starting  point  for  the  curve. 

If  III  liappens  to  he  less  than  unity  the  shape  of  the  curve 

is  somewhat  different,  e.f/.,  if   ij=\{M(\-\-      J       we  have  the 

following  ordinates  : 

100,  98,  95,  91,  88,  84,  79,  74,  67,  56,  0. 

The  actual  deaths  in  a  select  mortahty  experience  may  take  this 
form,  but  the  shape  of  the  curve  will  be  less  flat  at  the  start, 
■e.g.,  in  the  recent  American  Medico-Actuarial  experience  age 
group  30-34.         

Type  X. 

11=      e-'i" 
■^      a 

Range  from  0  to  00  . 

Distance  of  orio-in  from  the  mean  is  cr . 


The  curve  is  a  special  case  of  Type  III  when  7^  =  0,  that 
is  when  (3i=^\. 
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The  condition  for  Type  III  is  better  stated  by  2^,  =  6  +  3/3i 
than  by  /c  =  oo  as  mentioned  in  Frequency  Curves,  p.  50,  &c. 
Hence  the  exponential  form  is  given  by  /3i  =  4  and  /So  =  9. 
The  curve  is  also  the  limit  of  Types  IX  and  XI. 


Example. 


Frequency 

Graduation 

Theoretical 

1 

4,163 

4.132 

4,096 

2 

2,028 

2,016 

2,048 

3 

982 

1,015 

1,024 

4 

480 

511 

512 

5 

266 

257 

256 

6 

132 

130 

128 

7 

71 

65 

64 

8 

36 

33 

32 

9 

17 

17 

16 

10 

9 

8 

8 

11 

2 

4 

4 

12 

1 

2 

2 

13 

1 

1 

1 

14 

1 

1 

1 

15 

1 

... 

8,192 

8,192 

8,192 

1 

The  unadjusted  mean  is 

2-0087. 

M2 

2-045 

/^3 

6-290 

f^i 

39-720 

/3. 

4-629 

/3, 

9-502 

fj 

1-43 

When  the  curve  is  an  exponential  the  moments  and  mean 
require  adjustment,  but  the  Sheppard  high  contact  adjustments 
are,  of  course,  unsuitable.  If  the  curve  starts  at  the  beginning 
of  the  first  group,  I  think  that  the    mean  is  overstated  when 

yxs  is  positive  by  -  ^  —  approximately,  and  the  second  moment 
about  the  true  mean  is  understated  by  —  approximately."^ 

*  The  adjustments  for  the  moments  for  .1  and  U-shnped  curves  call  for  con- 
sideratiou.  I  think  something  might  be  done  by  assuming  an  exponential  form. 
But  I  have  not  had  an  opportunity  of  going  sufficiently  into  the  point.  It  is 
clear  that  unadjusted  moments  will  not  always  give  entirely  satisfactory  results. 
The  student  should  also  remember  that  when  the  ;3's  are  large  their  probable 
errors  are  large  too. 


VOL.    L. 
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Making  use  of  the  adjustments  the  mean  is  now  r934,  fx-j  is 
2123,  and  a  is  1-457. 

The  statistics  relate  to  sequences  iu  coin-tossing  and  the 
theoretical  figures  are  added.  In  the  statistics  as  published  the 
sequence  of  11,  12,  &c.,  were  2,  1,  0,  1,  0,  2.  In  calculating  the 
graduated  areas  of  the  curve  it  is  useful  to  remember  that  the 
area  from  a  to  h  is  (ya  —  y/j)<T. 

It  is  interesting  to  notice  how  the  "  graduation  "  keeps  closer 
to  the  frequency  than  the  theoretical  result. 

I  give  as  a  second  example  the  following  series  based  on 
cricket  scores  known  to  start  at  the  beginning  of  the  first  group  : 


Score 

0-19 

20- 

40- 

60- 

80- 

100- 

120- 

140- 

160- 

Series 

64 

34 

18 

9 

6 

3 

3 

0 

0 

Graduation 

64 

34 

18 

10 

5 

3 

1 

1 

1 

The  ratio  of  each  term  to  the  preceding  is  -54,  and  the  graduation 
is  almost  exact.  Owing,  however,  to  the  3  at  the  group  120, 
the  moments  give  a  criterion  considerably  removed  from  the 
theoretical  y3i  =  4,  /3i  =  9. 

If  we  had  assumed  the  start  of  the  curve  in  the  previous 
example,  we  should  have  reproduced  the  theoretical  result  almost 
exactly. 


Type  XI. 

Kange    from   x  =  h    where    t/  =  //o&"'"    to    .<j=x    where    ij  =  0. 
m  is  found  from 

mH4-/3,)+m2(9/3,-12)-24;8im+16/3,  =  0 

The  distance  of   mean   from  origin   is    h[m  —  l)^{m  —  2). 


As  in  Type  VJII  m  can  be  found  by  simplifying  the  cubic 
into  a  quadratic  or  by  the  other  method  indicated. 
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m  may  have  any  value  from  5  to  r.  ,  but  in  practice  its 
value  is  not  less  than  9. 

The  curve  is  a  special  case  of  Type  VI  when  ^2=0. 

The  criteria  can  be  expressed  as  (1)  special  case  of  Type  VI, 
(2)  X  =  0,  (3)  2;8o-:3y8i-6  is  positive. 


Example. 


Duration 

Withdi-awals 

Graduation  by  XI 

0 

165 

183 

1 

65 

53-9 

2 

23 

32-6 

3 

32 

20-0 

4 

13 

12-4 

5 

8 

7-6 

6 

1 

4-9 

7 

6         • 

31 

8 

3 

1-9 

9 

3 

1-2 

10 

1 

•8 

11 

3 

1-6 

323 

323 

I  have  not  come  across  a  distribution  really  represented 
by  this  type,  but  I  g'ive  an  unsuccessful  attempt  to  apply  it 
to  a  series  of  Avithdrawals.     The  constants  were 


/3i 

4-97 

m 

29-69 

h 

57-U 

I'Jg  //o 

54-3563 

-distance  of  mean  from  orio'in 

59-205 

In  calculating  areas  we  use  ?/oa~^'"'~^)-=-(m— I)  as  the  area 
from  a  to  X  . 


i/  =  //o 


Tijpe  XII. 


Range  from  a;  =  <7(\/3  +  /?i  — v//i?i)   to  .r=  — cr(v'' 3  +  y3i-f\//3,). 


R    2 
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The  origin  is  at  tlie  mean. 

_  N 

^"~Ar(m+i)r(  1-7,1) 
/   Q  

Avhere  m  —  \l^ — ^  and  b  =  2(T\/o-\-Bi. 
>  3  +  Pi 

When  /u,3  is  positive  the  negative   sign  is  taken   for  the 
square  roots. 

The  limit  of  the  curve  when  /3i  =  0  is  a  horizontal  line. 
The  criterion  is  5/30  — 6y3i— 9  =  0. 

Exanqyk. 


Frequency 

Graduation 

• 

Ordinates 

2 

18-5 

33 

31 

31-6 
40- H 

53 

49 

49-3 
57-0 

05 

65 

65-2 
73-4 

81 

83 

82-4 
92-3 

101 

103 

103-3 
114-(> 

131 

134 

132-9 
155-5 

18G 

191 

186-0 
244-2 

350 

342 

405-4 

1,000 

1,000 

... 

The  mean  is  -051  after  the  centre  of  the  131  group.     The 
constants  are 

fi,  4-266 
yu-i  —  7'688 
fii  48-154 
A  -761 

/3.,        2-646 
5/3,-6y3,-9  -368 

2/  =  87-2{(5-808  +  a')^(2-204-a))}-45 

In    addition   to   the   graduation   a    number  of    equidistant 
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ordinates  is  given.  They  show  that  the  curve  rises  abruptly,  then 
less  abruptly  and  then  again  more  abruptly.  The  withdrawals  in 
■select  tables  are  sometimes  of  this  shape  {e.g.,  Japanese  experience 
age  52,  females) .  A  somewhat  similar  twist  occurs  in  a  population 
curve. 


\}-sha'ped  Curve. 


This  shape  arises  in  Type  I  when  m^  and  m^  (or  m  in  Type  II) 
are  negative.  There  are  difficulties  in  fitting  it  to  statistics 
because  we  do  not  know  how  to  adjust  the  rough  moments. 
The  figures  given  in  the  table  of  examples  (p.  202,  col.  6)  were 
found  by  calculating  the  areas  of  the  curve 


^=K'+;ro-i)" 


The  hmit  of  the  U-curve  is  two  separate  blocks  of  frequency 
at  the  ends  of  the  range.     This  limit  is  reached  when 

/32-A-i=o. 


The  curves  with  which  we  have  dealt  are  rare  and  in  practical 
curve-fitting  may  be  avoided,  for  they  depend  on  certain  definite 
values  of  j3i  and  (3-2,  and  the  chance  of  reaching  these  exact 
values  is  neghgible.  In  other  words,  if  the  object  of  fitting  a 
curve  in  any  particular  case  is  to  obtain  the  closest  agreement 
between  the  actual  figures  given  and  the  graduated  figures,  then 
Types  I,  IV  and  YI  are  all  that  are  necessary,  for  the  other  types 
being  transition  types  and  depending  on  specific  values  of 
ySi  and  /So  need  not  ai*ise.  If,  however,  our  object  is  to  study 
probability  in  a  wider  sense,  the  transition  types  are  of  importance 
and  they  may,  of  course,  be  properly  used  when  the  values  of 
the  /3's  only  differ  from  those  indicated  by  the  criteria  to  a 
small  extent.  This  "  small  extent  "  means  within  the  limit 
suggested  by  the  probable  errors  of  the  /S^s. 

I  may  here  deal  with  a  little  difficulty  that  students  sometimes 
encounter  in  connection  with  the  Types  I  and  VI  which  can  be 
expressed  in  the  same  algebraic  form,  and  may  more  obviously 
be  found  with  Types  VIII,  IX  and  XI,  all  of  which  can  be  written 
in  the  form  hx},  and  the  question  may  be  asked  why  we  should 
not  fit  Aa;'-  from  a  to  h  and  find  h,  h,  a  and  h  from  the  equations 
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for  the  moments.     The  answer  is  that  the  criteria  afford  in  effect 
a  simphfication  of  the  equations  and  automatically  tell  us  a  good 
deal  about  the  value  of  the  constants  and  the  range  of  the  curve. 
The  curves  arising  from  the  equation 

d\ogy  _        ((o  +  aiX 
dx         bu  +  byV  +  box'^ 

give  us  a  means  of  graduating  frequency  distributions  that  vary 
from  two  separated  lumps  of  frequency,  through  U-shaped 
curves  to  J-shaped  curves,  then  to  the  "  cocked  hat "  shaped 
with  which  we  are  famiUar  ;  incidentally  they  give  straight  lines, 
the  exponential  and  the  Gaussian  curve. 

In  the  paper  deahng  with  the  curves  of  which  we  have  given 
examples  Pearson  indicates  that  the  whole  range  of  these  shapes 
can  be  obtained  from  samples  from  a  large  population  in  which 
each  individual  carries  any  number  of  characteristics  which  are 
correlated  together.  If  the  correlation  be  calculated  from  m 
samples  of  equal  size  we  shall  not  reach  the  correlation  r  laiown 
to  exist  in  the  whole  population,  but  shall  have  a  frequency 
distribution  giving  the  number  of  samples  that  show  various 
values  of  the  correlation  between  —  1  and  + 1 .  The  distributions 
will  vary  with  the  size  of  the  sample  and  the  value  of  r  in  the 
whole  population  and  these  distributions,  although  they  do  not 
usually  lend  themselves  to  expression  by  simple  functions,  give 
the  various  shapes  that  are  found  from  the  frequency  cvu've 
svstem  we  have  discussed. 


II. — Calculation  of  the  Coefficient  of  Correlation  in  a 
Two-row  Table. 

The  method  of  calculating  the  coefficient  of  correlation 
when  both  the  variates  are  continuous  and  quantitative  is  dealt 
with  in  Chapter  YI  of  "  Frequency  Curves  and  Correlation  "  and 
the  method  to  be  used  when  the  variates  are  not  quantitatively 
measurable  is  given  in  Chapter  VII.  There  are,  however, 
intermediate  cases  where  one  variate  is,  and  the  other  is  not, 
quantitatively  measurable,  as,  for  instance,  in  the  following 
table  relating  to  the  effect  of  enlarged  glands  on  the  weight  of 
children  (boys).* 

*  The  method  is  given  by  Prof.  Pearson  in  Blo,netrika,  Vol.  VI  I,  pft.  9G  ef  seq., 
and  the  example  is  taken  from  that  paper. 
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Weight 

Boys  with 
good  glaiKis 

Boys  with 
bad  glaudii 

Total 

14 

2 

2 

16 

3 

5 

8 

18 

15 

26 

41 

20 

20 

40 

60 

22 

28 

47 

75 

24 

34 

30 

64 

26 

30 

31 

61 

28 

29 

20 

49 

30 

30 

30 

60 

32 

21 

14 

35 

34 

18 

11 

29 

36 

18 

5 

23 

38 

6 

7 

13 

40 

5 

2 

7 

42 

7 

3 

10 

44 

1 

1 

46 

48 

3 

3 

50 

1 

1 

52 

1 

1 

62 

2 

2 

Total 

274 

271 

645 

If  the  reader  considers  a  volume  of  frequency  built  out  of  a 
complete  table  such  as  that  for  endowment  assurances  on  p.  107 
of  "  Frequency  Curves  and  Correlation,"  or  out  of  a  correlation 
table  giving  relative  ages  of  husbands  and  wives,  he  will  see  that 
he  has  a  complete  distribution.  Now  if  a  volume  of  frequency 
be  cut  off  from  such  a  complete  volume  by  a  vertical  plane  at 
a  given  value  of  one  variate,  then  the  vertical  through  the  centroid 
of  this  volume  cuts  the  regression  line.  The  vertical  plane  in  the 
two-row  table  is  at  the  division  of  the  rows ;  in  our  example 
where  the  good  glands  end  and  the  bad  ones  begin.  If  2^  and  'q 
be  the  co-ordinates  of  the  point  of  section  where  the  vertical 
through  the  centroid  of  the  volume  cut  off  cuts  the  regression 
line,  then  we  have,  o-j  and  0:2  being-  the  standard  deviations  of 
the  two  variates  and  r  the  correlation 


or 


r-iL^'L 


0"! 


Now  2-*  is  the  mean  value  of  the  quantitatively  measurable 
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variate  for  all  the  pairs  with  a  certain  one  of  the  alternative 
variates,  in  our  example,  the  mean  weight  of  boys  with  bad 
glands  and  o-i  is  the  standard  deviation  of  all  the  boys.  We 
cannot  calculate  q  and  0-2  in  a  similar  way  because  they  relate 
to  glands  of  which  no  quantitative  measure  is  available.  If  we 
assume  the  non-measurable  variate  (glands)  to  follow  the  normal 
probability  distribution  the  proportion  of  the  non-measurable 
variate  gives,  wnth  the  help  of  tables  of  the  probability  integral, 

the  ratio  of  —  for  the  distance  from  the  mean  at  which  the 

division  of  this  variate  occurs,  and  then 

1    1/2  1  J/2 

=     , — —  I  ye  ay-. — -^^ —    e  ay 

1  1 

=  —T=  e  -. — -7^=    e  dy 

v27r  \/27rJ,yv. 

The  numerator    is  z    and    the    denominator  ^{1  —  a)    in    the 

notation  used  in  Sheppard's  tables  of  the  probabiUty  integral. 

The  working  of  the  numerical  example  may  help  to  make  the 
method  clearer  ;  it  is  as  follows : 

The  mean  weight  of  all  the  boys  is      27-7522 

The  standard  deviation  is  6-7502 

The  mean  weight  of  boys  with  bad  glands  is  ...  27-3737 

^(1- a)  =  27 1^545  =  -4972 

-  (1  +  a)  ="5028  and  this  value  corresponds  with 
;<;  =  -3989  in  Sheppard's  tables. 
'J'he  correlation  of  good  glands  and  weight  is 

(27-7522 -27-3737)  .  '3989 
6-7502  ■  -4972 

=  -070 

III. — The  Correlation  Ratio. 

The  correlation  coefficient  which  is  discussed  in  Chapters 
VI  and  VII  of  "  Frequency  Curves  and  Correlation "  is  a 
satisfactory  measure  of  correlation  when  the  regression  line  is  a 
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straight  line,  that  is  when  the  means  of  the  columns  (and  the 
means  of  the  rows)  are  in  a  straight  hne  ;  but  in  other  circum- 
stances its  use  is  open  to  objection.  In  Chapter  X  another 
method  was  described  which  is  not  open  to  the  same  objection, 
and  it  may  now  be  of  interest  to  add  a  short  note  on  a  function 
Imown  as  the  "  correlation  ratio  "  (77)  which  is  a  useful  measure 
in  many  cases. 

The  value  of  ?;  is  given  by 

where  yx  is  the  mean  of  the  //'s  corresponding  to  the  particular 
array  x,  iix  is  the  number  of  cases  in  the  array  x  and  y  is  the 
mean  of  all  the  y's.  The  summation  extends  over  all  the 
arrays.  In  a  similar  way  we  can  work  from  the  ^/-arrays  and 
have 

^{ny{x-XyY} 

These  values  of  r;  will  not  be  the  same  except  in  the  limiting  case 
when  regression  is  linear.  The  correlation  ratio  can  alternatively 
be  expressed  as  the  ratio  of  the  standard  deviation  of  the  means 
of  the  ^-arrays,  each  array  being  weighted  with  the  number  in 
it,  to  the  standard  deviation  of  the  ?/'s.  The  values  of  77  vary 
between  0  and  1  and  are  equal  to  those  of  r  when  regression  is 
linear. 

Taking  the  example  on  p.  107  of   "  Frequency  Curves  and 
•Correlation  "  we  should  find  77  as  follows  : 


Mean  unexpired 

term  in 

each  column 

Deduct 
mean  of  wlioIe 

(20-312)           {yx-yf              »x 
Vx-y                           \ 

»xiyx-y)' 

10-333 
13-2.50 
13-176 
16-113 
17-230 
20-141 
21-877 
21-665 
21-500 
27-625 

1 

-9-979         ;         99-6 
7-062         '         49-9 
7-136                  .50-9 
4-199                  17-6 
3-082         I           9-50 
•171                      -029 

+ 1-.565         1           2-45 
1-3.53         ■            1-83 
M88                    1-42 
7-313                  53-4 

6 

4 

17 

62 

584 

643 

1,098 

388 

60 

8 

598 

200 

865 

1,091 

5,548 

19 

2,690 

710 

85 

427 

... 

2,870 

12,233 
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,_  12233 

'^"^  2870  X  (7-60(37)- 

ov  77  =  '271 

The  figure  7-6067  is  the  value  of  co  on  p.  118,  multiplied 

by  5  the  unit  of  grouping.     The  probable  error  is  approximately 

l  —  if 
•012  being  calculated  as  -67449  -— ^'  ,  which  js  an  accurate 

expression  when  regression  is  linear  and  can  be  used  as  a  guide 
in  cases  which  do  not  depart  widely  from  this  condition. 

Working  similarly  with    the  maturity  ages  we   obtain  the 
followino- : 


x,j  —  x 

(..V-x)- 

»^(.r„-.r)- 

3-48 

12-11 

678 

2-20 

4-84 

832 

1-38 

1-90 

821 

•64 

•41 

273 

•35 

•12 

82 

•65 

•42 

227 

2-71 

7-34 

1,813 

3^81 

14-52 

1.117 

5-27 

27-77 

222 

7-77 

60-37 

60 

... 

... 

6,125 

6125 


V'=  : 


V 


2870  X  (5-6818)--' 
=  •257  + -012 


It  may  be  of  interest  to  set  out  the  various  values  found  as 
measures  of  the  correlation  of  the  same  table  : 


Correlation  coefficient 
Correlation  ratio  (first  value) 
Correlation  ratio  (second  value) 
Contingency  method  (Chapter  X) 


•254 
•271 
•257 

•287 


(1) 


Diagram  shmcing  transition  from 

(l)  represents  two  separated  Mock 
the  U-airve  and  the  Type  VIIl  curve 
exponeivtial.  The  next  two  curves  (9)  o 
curves  of  the  ^^  cocked  hat "  shape:  th 


K^l 


(6) 


a  4) 

ntmon  '  cocked  hat"  shapes. 

iof  (3)  is,  as  it  were,  the  bottom  piece  of 

ached.     (7)  is  Type  IX  and  (8)  is  the 

proceed  to  Types  I,  III,  IV,  V  and  VI, 


I  ttw  separated  Hods  of  frequency  through  'U-shapvd 
1  separated  blocH  of  frequency  developing  into  the  V-shaped  rtiirt 
aiul  the  Type  VIII  omn  of  (4)  is  like  a  pari  of  the  V-curve.     (5)  and  { 
The  neri.  tm  carm  (9)  and  (10)  arc  t/ie  J-shaped  curves  of  Types  III  unj 
e  "coeketlhal"  shape;  three  r^omples  being  given  in  (13),  (13)  and  (H) 


IS  to  the  viote  wr/tmon  "  ewked  hat "  thnpet. 

The  hoi-izmtal  straight  line  of  (3)  is.  as  it  u-erc,  the  lottom  ]ji< 

re  limits  whtn  sf,„if/ht  lines  are  reached.     (7)  is  Type  IX  uvd  (6)  , 

(./  (11)  w  Type  XII,     Fnm  Mm  ,w  proe.'cd  to  Ti/pes  I,  III.  IV,  V  am 


iiU 
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18,  line  4  from  top 

26,  line  5  from  bottom 

•27,  Tal)le  \',  total,  and 
28,  line  3  from  top 

30,  line  8  from  top 

30,  line  9  from  top 
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,   For  ~i/,X,.  read  ~i/,X" 
For  7j„  read  i/n-i 

I  For  208-38  read  207-38 

After  IV  add  "of  Table  I" 

After  "  contact ",  delete  remainder  of 
sentence,  and  substitnte  "and  in 
I  the  rough  moment  should  be 
used.  In  II  and  A'  there  is  more 
"doubt,  and  in  the  calculation  of 
the  moments  for  II  (see  p.  5-5)  no 
adjustment  was  made." 


33,  heading  of  third  column  |p^^.  ^^   04  ^.gad  p.  2^ 


of  table 
37,  line  10  from  bottom. 

39,  line  15  from  top 

40,  line  16 

43,  line  12  from  liottom 
43,  line  1  from  bottom  . 


41,  line  6  from  bottom 

44,  lines  4  &  5  from  bottom.  For 


For  n  read  n+l 

Delete  y  =  0 

Insert  a  minus  sign  l)eforethc  right-hand 
side  of  the  equation 

,  Insert  //o  as  a  multiplier  for  the  right- 
hand  side  and  as  a  multiiilier  for 
the  indices  in  the  following  line 

The  suffix  2  has  l)een  dropjied  in  some 
copies  in  the  index  to  the  second 
l)raclvet 

Insert  —  before  second  integral 


44,  line  4  from  bottom 

45,  line  9  from  top 


45,  line  10  from  top 
52  

59,  line  3  from  top 


A  ^^^^  A^, 
1 


For  2//..  read  — - 
2b., 

The  sign  after  the  first  bracket  should 
be  minus,  and  consequently  the  sign 
of  the  corresponding  index  in  the  two 
following  lines  should  also  be  negative 


I         1    ^'\ 
read  -~ 


For  h  read  //.. ;  and  for       

l>,  -lb. 

The  fourth  moment 

In  some  copies  the  suffix,  1,  to  the  lower 
limit  of  the  integral  and  the  nnnus 
sign  before  the  limit  haAC  been 
dropped 


220 


Frequencrj  Curves  and  Correlation. 


[April 


Page 


59,  lines  4, 5  i^v:  12  from  top.  For  .:  -  1  read  1  - 


00,  line  5  from  top 
GO,  line  10  froml^ottom. 
€3,  heading  to  col.  (5)     • 
72,  heading  to  col.  (7)    . 

74,  line  9  from  bottom  . 

74,  line  2  from  l)ottom  . 

76,  line  7  from  top 

83  


For  -  2/'  read  +2r 

The  denominator  should  be  3^i  -  2/3.2  +  ^> 

For  ?/o  read  log  y^^ 

Insert  minus  sign  before  m 

For  (ji+  -'7r=  0  read  ^  ^  0  +  4- 

For  cos '+"+'6^  read  cos'-"+^^ 

for  —  read  — 

Instead  of  lines  5  and  6  read 
(J.2  and   -  (7i  are  given  by 

^lr-2  +  r{r  +  2)J^ 
2  1  -   '         'a'/ 


/3i 


/3i(r  +  2)'+16(r  +  l) 

83,  last  line  and  line  3  fromlu      r+2         ,  r+2 
bottom       ...  ...  J  r  +  2  r-2 

85,  heading  to  col.  (5)    ...  The  suffix,  2,  has  been  dropped  in  some 

copies 
89,  heading  to  fourth  col.  ofl^^^  ^^  ^.^^^^  1  ( ^  ^  ^,) 
table  ...  ...J  2 

99,  line  2  from  top  ...  P^or  7j  read  fjo 

99,  insert  as  a  note  to  the  formula3  in  §  12  : 

"  Care  is  necessary  with  regard  to  the  value  used  for  ijo,  and 
consecjuently  with  regard  to  A  and  B.  If  Sheppard's  tables  of 
ordinates  (:)  be  multiplied  bj%  say,  10^'  and  used  as  the  exposed 
to  risk,  the  values  of  A  and  B  resulting  from  the  work  will  be 
Xj^(lOV)  and  Xo-=- (lO'H(r).  The  reason  is  that  his  tallies 
are  in  terms  of  standard  deviation.  In  the  example, 
pp.  99,  100,  §  14,  this  is  obscured  because  the  assumed  standard 
deviation  is  10." 

99,  line  15  from  bottom...  For  "duration"  read  "deviation" 

102,  line  10  from  top        ...  For  29-268  read  25-093 

103,  Hue  12  from  toj)        ...  For  1-0875  read  1-1048 
111,  lines  4  iK:  6  from  bottom  i    1 


and  foot-note 


r,  should  be  — , ,  and  the  suffixes  of 

r'  (r' 

the  rr's  should  be  interchanged 


112,  top  line 
112,  line  3... 


For  r  = ^  read  r  =      — — 


For  2:7  read  ~ 


\'  CiCo 
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Page 

lis,  second  line  below  table  should  read 

Mean  unexpired  term  =  22-5  -  1-68815  =  19-81 185- 
123,  line  6  from  top         ...  For  o-o  read  a--,, 

123,  line  7  from  top         ...  For      -  read  — 

152,  line  2  from  bottom  ...   Insert  .r'""^  under  integral 

152,  line  1  from  bottom  ...  For  :>;'"+^  read  ,>'"-^ 

153,  line  2  from  top         ...  The  limits  of  the  integral  on  the  left- 

hand   side    are    0    to    <x,    and   the 
expression  under  the  integral  on  the 
right-hand  side  should  be  e~ ■"//"'+" "^ 
1 

153,  line  5  from  bottom  should  be  V{x-\- 1)=  J^-xofe'^^'e^'^ 
153,  line  3  from  bottom  should  l)e 

logjorC'-  +  1)  =  log  10  v/2-  +  {.r  +  -^^log  io.r  -  {^r  -   j|^.)l0g  lo^ 

157,  line  13  from  top  should  be    -  {x'  +  y'  -  2rxy)r{l  -  r)''  iVe. 

158,  footnote         ...  ...  The  last  symbol  should  be  r,j  not  v" 

165 ...  ...  The  volume  of  tables  for  statisticians 

has  been  recently  published  hy  the 
Cambridge  University  Press. 


National  Insurance  Acts.     The  Dejjartmental  Committee's  further 
and  final  Reports. 

J_HE  further  report  of  the  Departmental  Committee  oix 
Approved  Societies  Finance  and  Administration  [Cd.  8396] 
deals  with  the  Committee's  recommendations  on  the  second  part 
of  their  reference,  namely  :  "  ...  to  consider  how  far  the 
"  work  of  Approved  Societies  could  be  simplified  and  its  cost 
"  reduced,  without  detriment  to  the  interests  of  insured  persons, 
"  by  amendment  of  the  Acts  and  Regulations." 

In  this  report  Sir  Gerald  Ryan  and  his  colleagues  devote 
themselves  for  the  most  part  to  a  critical  survey  of  the  Acts  iu 
their  actual  operation.  Many  problems  arose  in  the  adaptation 
of  a  scheme  of  compulsory  insurance  with  a  common  financial 
basis  to  the  varying  needs  of  different  classes  of  the  industrial 
community,  and  within  the  limits  which  the  general  principles 
imposed,  various  solutions  were  found  and  incorporated  in  the 
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Statutes.  The  basis  of  some  of  these  sokitions  may  be  traced 
in  the  several  actuarial  reports  and  other  official  publications 
which  were  issued  during  the  course  of  the  Parliamentary 
proceedings  of  the  Bill  of  1911,  but  in  respect  of  others  there 
are  no  ready  means  of  ascertaining  the  principles  on  which  the 
questions  involved  were  ultimately  settled ;  though  much 
information  can,  of  course,  be  obtained  by  those  who  have  the 
patience  and  industry  to  search  the  official  reports  of  the  Par- 
liamentary proceedings  of  that  strenuous  session.  The  Com- 
mittee has  thus  found  ready  to  hand  the  opportunity  of  doing  a 
valuable  piece  of  work  in  the  examination  and  analysis  of  the 
basic  principles  of  the  minor  (but,  nevertheless,  important) 
developments  of  the  Acts  in  various  directions  and  their  "  further 
report"',  extending  to  nearly  90  pages,  is  consequently  a  more 
elaborate  production  than  usually  results  from  the  deliberations 
of  departmental  committees.  To  the  student  of  this  phase  of 
social  economics  the  report  is  of  special  interest  in  that  it 
explains  and  often  justifies  the  basis  of  many  provisions  of 
the  Act  whose  rationale  is  not  self-evident,  and  examines  and 
discriminates  between  the  good  and  the  bad  in  many  proposals 
which  have  been  advanced  for  the  improvement  of  the  national 
scheme. 

It  follows  that  many  of  the  recommendations  are  concerned 
with  simplification  of  the  administrative  machinery  of  the  Acts, 
and  while  these  are  of  great  importance  and  interest  to  those 
engaged  in  the  conduct  of  Approved  Societies'  aft'airs,  they  do 
not  involve  actuarial  considerations.  AVe  propose,  therefore, 
to  deal  mainly  with  the  recommendations  which  involve  the 
financial  side  of  the  Acts. 

In  proceeding  with  Part  I  of  their  reference,  the  Committee 
thought  it  sufficient  to  rely  upon  the  statistical  information 
accumulated  by  the  Insurance  Commissioners  during  the  period 
for  which  the  scheme  of  the  Act  had  been  in  force,  but  in  dealing 
with  questions  of  simplification  and  economy,  the  Committee 
naturally  sought  the  assistance  of  those  who  had  first-hand 
'knowledge  of  the  details  of  Approved  Societies'  administration. 
Invitations  were  accordingly  issued  to  officials  of  Approved 
Societies  and  other  interested  persons  to  submit  evidence  as  to 
any  difficulties  and  undue  cost  incurred  in  working  the  National 
Scheme,  and  as  to  the  remedies  which,  in  their  opinion,  would 
remove  or  reduce  them.  The  Committee  had  the  advantage 
■of  hearing  evidence  from  sixty  representative  witnesses  and  of 
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considering  memoranda  presented  by  many  Approved  Societies 
and  other  bodies  which  were  specially  qualified  to  speak  upon 
the  subjects  under  enquiry. 

The  Committee  state  that  the  general  impression  created 
by  the  e^^dence  is  two-fold  ;  first,  that  fundamental  recon- 
struction is  needed  in  regard  to  a  small  but  important  group  of 
questions  and,  secondly,  that  a  reduction  is  desirable  in  the 
number  of  special  classes  for  which  differential  contributions  or 
benefits  were  provided.  They  have  been  impressed  by  the 
opinion,  very  strongly  and  widely  held,  that  the  actual  demand  for 
exceptional  treatment  is  much  more  limited  than  was  anticipated, 
and  that  the  labour  and  expense  entailed  in  the  maintenance 
of  those  subdivisions  of  the  insured  population  would  be  far 
greater  than  any  advantage  which  could  thereby  accrue. 

They  cannot  concur  in  the  suggestion  put  forward  by  some 
witnesses  that  all  special  classes  should  be  swept  away.  They 
are  convinced  that  a  National  Scheme  of  Compulsory  Insurance 
must  contain  special  provisions  to  meet  the  needs  of  certain 
minority  classes  {e.g.,  seamen  serving  in  foreign  going  ships)  to 
which  the  ordinary  scheme  would  not  be  appropriate. 

In  order,  however,  to  reduce  the  number  of  special  classes, 
they  recommend  that  alterations  should  be  made  in  the  provisions 
of  the  Acts  affecting  the  following  classes  : 

(1)  Voluntary  contributors. 

(2)  Late   entrants,   minors   and   persons   ceasing   to    be 

insured. 

(3)  Aliens. 

(4)  Persons  whose  employers  are  liable  to   pay  wages 

during  sickness. 

(5)  Low  wage  earners. 

As  regards  voluntary  contributors  (who,  it  is  curious  to  learn, 
number  only  some  28,000  out  of  the  800,000  originally  estimated 
to  be  eligible  for  this  class  of  insurance)  it  is  recommended  that 
the  class  be  closed  to  new  entrants  into  voluntary  insurance. 
It  is  considered,  however,  that  the  right  given  by  the  Act  of 
1911  to  persons  who  have  been  employed  contributors  to  continue 
in  insurance  as  voluntary  contributors  on  giving  up  insurable 
employment,  should  be  preserved  in  those  cases  where  con- 
tributions have  been  paid  for  a  sufficiently  long  period  to  create 
a  substantial  insurance  interest.  It  is  recommended  that  this 
qualifying  period  of  employment  should  be  two  years. 

In  the  case  of  those  existing  voluntary  contributors  (about 
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4,000  in  all)  who  at  present  pay  contributions  at  rates  depending 
on  age  and  in  excess  of  the  '"  flat  '"  rate,  it  is  recommended  that 
their  contributions  should  be  reduced  to  that  rate  and  their 
Societies  compensated  for  the  reduction  by  the  grant  of  reserve 
values. 

Under  the  existing  provisions  of  the  Acts,  a  person  entering 
insurance  after  the  expiration  of  the  first  65  weeks  of  the  Acts, 
is  subject  permanently  to  a  reduced  rate  of  sickness  benefit, 
unless  he  pays  the  additional  contribution  or  lump  sum  necessary 
to  secure  him  full  benefits.  A  reduced  rate  of  benefit  is  also 
payable  for  the  time  being  in  the  case  of  an  unmarried  minor 
imless  he  can  satisfy  his  Society  that  one  or  more  of  his  family 
are  wholly  or  mainly  dependent  upon  him. 

The  above  provisions  have  proved  in  practice  to  be  very 
difficult  to  administer,  and  have  unreasonably  comphcated  the 
accounts  and  registers  of  Societies.  It  is  accordingly  proposed 
that  late  entrants  and  minors  should  be  treated  on  identical 
lines,  the  rate  of  sickness  benefit  being  reduced  during  the 
eighteen  months  following  the  ordinary  waiting  period  of  six 
months,  to  6s.  a  week  for  men  and  5s.  a  week  for  women.  The 
result  would  be  that  in  the  normal  case  of  a  person  entering  into 
insurance  at  the  age  of  16,  the  sickness  benefit  would  be  payable 
at  a  reduced  rate  until  age  18  and  after  that  would  be  at  the  full 
rate. 

The  question  of  the  benefits  to  late  entrants  is  closely  allied 
with  the  conditions  governing  lapse  from  and  re-entry  into 
insurance.  The  provisions  of  the  Acts  in  this  respect  are  some- 
what obscure,  and  it  is  understood  that  the  advice  given  to 
Societies  by  the  Insurance  Commissioners,  namely,  that  a  person 
who  goes  out  of  compulsory  insurance  by  a  change  in  his  occu- 
pational condition  remains  nevertheless  a  member  of  his  approved 
society,  has  been  based  upon  a  balance  of  general  considerations 
recognizing,  however,  that  further  legislation  would  be  necessary 
to  clear  up  the  position. 

After  a  general  review  of  the  situation,  the  Committee 
recommend  that  persons  who  cease  to  be  employed  within  the 
meaning  of  the  Act  should  continue  to  be  entitled  to  the  normal 
benefits  for  one  year  after  so  ceasing.  They  recommend,  further, 
that  membership  of  the  Society  should  terminate  when  insurance 
ceases. 

The  corollary  to  these  proposals  is  that  re-entrants  into 
insurance  should  be  placed  on  the  same  basis  with  regard  to 
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benefits  as  persons  who  are  entering  insurance  for  the  first  time. 
Where,  however,  a  person  re-enters  insurance  within  two  years 
of  the  date  at  which  he  ceased  to  be  a  member  of  his  Society, 
it  is  recommended  that  he  shoukl  be  entitled  to  claim  re-admission 
to  the  same  society. 

As  regards  financial  provisions,  it  is  recommended  that  the 
transfer  values  of  all  persons  who  go  definitely  out  of  insurance 
(reduced  to  meet  the  habihty  which  the  Society  has  incurred 
by  continuing  benefits  for  a  year  after  contributions  had  ceased) 
be  carried  to  a  Central  Fimd,  and  that  out  of  this  fund  be  provided 
the  reserve  values  required  for  late  entrants  or  re-entrants 
into  insurance,  which  at  present  (so  far  as  required)  have  to 
be  provided  by  the  general  sinking  fund.  The  result  would,  of 
course,  be  that  any  sums  arising  from  lapse  profits  would  enure 
for  the  benefit  of  insured  persons  as  a  whole  and  not  for  the 
benefit  of  particular  societies. 

The  pro^dsions  of  the  Acts  with  regard  to  ahens  (Section  45) 
and  cases  where  the  employer  is  hable  to  pay  wages  during 
sickness  (Section  47)  are  found  in  practice  to  apply  to  only  a 
small  body  of  persons,  while  imposing  upon  societies  great 
accounting  complexities.  It  is  accordingly  recommended  that 
these  special  provisions  be  abolished  and  that  these  classes  be 
treated  for  insurance  purposes  on  the  normal  hues. 

In  regard  to  Section  47,  it  is  suggested  that  any  loss  (due  to 
low  average  age)  which  may  emerge  at  the  first  valuation  in 
respect  of  members  who  have  contributed  at  the  special  rate, 
should  be  earmarked  and  made  good  from  the  Central  Fund 
referred  to  above. 

In  the  case  of  certain  other  special  classes,  recommendations 
are  made  which  lead  to  simplification  in  working. 

One  of  the  most  difiicult  sections  of  the  Act  to  administer 
is  that  deaUug  with  the  special  provisions  in  respect  of  married 
women  and  the  comphcated  options  which  arise  when  a  woman 
marries,  and  again  when  a  married  woman  becomes  a  widow. 

Those  who  are  famihar  with  the  administrative  work  arising 
out  of  the  above  features  of  women's  insurance  will  agree  that 
one  of  the  gTeatest  difficulties  is  to  ascertain  the  real  intention 
in  regard  to  the  continuance  in  insurance  of  a  woman  who  marries. 
Where  the  circumstances  are  such  as  to  raise  the  presumption 
that  benefit  will  be  claimed  a  few  months  after  cessation  of 
employment,  it  is  almost  impossible  to  apply  the  Section  in  more 
than  form.     The  society  has  to  rely  largely  on  the  genuineness 
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of  a  statement  as  to  her  intention  to  return  to  work  after  recovery, 
and  from  the  nature  of  the  case  no  test  of  a  statement  made  in 
these  cases  is  possible.  On  the  other  hand,  the  important  case 
of  Davidson  v.  New  Tahermtcle  Approved  Society,  which  goes 
far  to  fetter  the  discretion  of  a  society  which  is  essential  to  the 
successful  working  of  the  section,  renders  the  position  of  insured 
women  very  unsatisfactory  and  emphasises  the  need  for  early 
legislation  in  the  matter. 

In  order  to  meet  the  above  difficulties  and  to  simphfy  the 
administrative  work  in  other  respects,  the  Committee  recommend 
the  extension  to  every  woman  on  marriage,  whether  she  intends 
to  continue  in  employment  after  marriage  or  not,  of  the 
permission  to  select  one  of  a  small  number  of  options  which  at 
present  is  confined  to  women  who  have  given  up  employment. 
Any  woman  who,  in  the  exercise  of  her  option,  elected  to  terminate 
her  existing  insurance  but  continued  as,  or  subsequently  became, 
an  employed  contributor,  would  be  treated  as  a  new  entrant 
with  fresh  waiting  periods  for  benefits. 

Under  the  scheme  recommended  by  the  Committee  every 
employed  woman  on  marriage  would  have  the  option  of  taking 
(subject  to  certain  qualifying  conditions  and  to  arrears)  : 

(1)  A  marriage  benefit  of  £2  (payable  on  notice  of  marriage) 

together  with  the  right  to  medical  and  sanatorium 
benefits  for  one  year  ;    or 

(2)  A  new  voluntary  insurance  for  medical  and  sanatorium 

benefits,  and  a  maternity  benefit  of  £1  at  a  contri- 
bution of  3d.  a  week  ;   or 

(3)  A  free  insurance  for  one  year  for  the  ordinary  benefits 

of  an  employed  contributor  (the  position  in  this  case 
being  the  same  as  that  of  any  insured  person  on 
cessation  of  employment). 
At  the  end  of  the  year  following  marriage,  women  who  had 
taken  the  marriage  benefit  or  the  free  insurance  and  had  not 
again  become  employed  would  cease  to  be  members  of  their 
societies.     If,   and  when,   they   again   become   employed  con- 
tributors they  would  be  treated  as  new  entrants  into  insurance. 
Under  the  provisions  of  the  scheme,  payments  to  the  Central 
Fimd  would  be  made  by  the  Societ}^  on  the  marriage  of  each 
insured  woman  in  lieu  of  the  present  payment  to  the  Married 
Women's    Suspense    Account,    and    reserve    values    would    be 
provided  out  of  that  fund  in  the  case  of  all  women  who  continued 
in  employment  on  marriage  or  subsequently  re-entered  employ- 
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ment.  While  thus  avoiding  difficult  administrative  questions 
as  to  the  circumstances  in  which  new  reserve  values  are  claimable 
this  proposal  would  achieve  a  further  object  of  considerable 
importance. 

The  financial  basis  of  women's  insurance  provides  for  the 
constant  insurance  of  one-seventh  of  the  married  women  who 
were  insured  before  marriage  ;  and  while  the  composition  as 
regards  individuals  of  this  employed  proportion  may  vary  from 
time  to  time,  some  women  going  out  of  insurance  and  others 
re-entering,  a  society  is  not  injured  financially  so  long  as  it  has 
only  to  provide  insurance  for  one-seventh  of  those  of  its  members 
who  have  married.  Under  the  present  system,  with  its  fiat  rate 
contribution  and  uniform  scale  of  reserve  values,  it  is  assumed 
that  the  same  proportion  of  women  will  continue  in  employment 
after  marriage  in  the  case  of  every  society.  It  is,  however, 
notoriously  the  fact  that  the  proportion  of  employed  married 
women  varies  very  widely  in  different  industries,  and  under 
existing  conditions  this  variation  must  tend  to  affect  the  financial 
position  of  women's  societies  quite  apart  from  any  questions  of 
occupational  risk  or  administrative  efficiency. 

The  new  proposal  would  ehminate  this  cause  of  financial 
distm-bance  and,  coupled  with  the  further  provision  for  the 
claims  of  married  women  which  was  recommended  in  the  Com- 
mittee's interim  report,  should  provide  an  effective  steadying 
influence  on  the  finance  of  women's  insurance. 

In  connection  with  these  proposals,  it  is  recommended  that 
the  present  Married  Women's  Suspense  Account  be  amalgamated 
with  the  Central  Fund  and  that  for  the  present  separate  accounts 
should  be  maintained  in  the  Central  Fund  for  men  and  for  women 
respectively. 

Another  difficult  and  comphcated  section  of  the  Act  is  that 
relating  to  seamen  serving  on  foreign-going  ships  (Section  48). 
Under  the  scheme  of  that  Section,  the  seaman  ceases  to  be  liable 
for  further  contributions  when  he  has  completed  42  weeks  in 
any  year  on  foreign  articles,  although  the  employer's  contribution 
has  to  be  paid  for  every  week  of  employment.  This  differentia- 
tion has  caused  many  difficulties  in  practice,  particularly  as  it 
appears  that  the  proportion  of  seamen  who  alternate  between 
the  foreign  and  the  home  trade  is  considerable. 

The  Committee  accordingh'  make  various  recommendations 
which  simplify  the  working  of  the  Section  and  at  the  same  time 
secure  the  adjustment  of  certain  inequahties  of  treatment  in 
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regard  to  the  benefits  of  seamen  which  have  been  found  to  arise 
in  practice. 

In  other  sections  of  the  report  the  Committee  make  recom- 
mendations on  various  matters  which  lead  to  simphfication  of 
worldng  and  improvements  in  procedure.  The  outstanding 
proposal  under  these  heads  is  that  of  a  modification  of  the  scheme 
in  regard  to  arrears  of  contributions. 

The  proper  method  of  treating  arrears  in  an  insurance  scheme 
which  depends  on  contributions  compulsorily  hnked  up  with 
employment  is  an  intricate  but  extremely  interesting  question. 
Up  to  a  certain  point  the  contingency  of  unemployment  and 
consequent  loss  of  contributions  can  be  covered  by  the  premium, 
and  some  approved  society  administrators  have  advocated  the 
apphcation  of  this  principle  (which  is  already  recognized  by  the 
Acts)  to  its  extreme  extent.  It  is,  however,  only  in  theory  that 
the  benefits  insured  to  the  individual  can  be  divorced  completely 
from  the  nmnber  of  contributions  which  he  and  his  employer  pay. 
To  what  the  extreme  apphcation  of  the  doctrine  would  lead  is 
clearly  shown  by  the  Committee. 

On  the  other  hand  the  Committee  find  some  ground  for 
dissatisfaction  with  the  principle  of  the  Act  of  1911  which  seems 
to  preserve  to  the  indi^^Ldual  any  advantage  that  may  accrue  from 
his  own  abmidance  of  employment.  They  advocate  the  freer 
use,  for  mutual  help,  of  any  profits  which  may  result  from  the 
excess  contributions  of  the  fully  employed  and  they  propose  a 
scheme  designed  to  secure  this  end  and  accordingly  to  hmit 
the  loss  of  benefits  (or  the  equivalent  money  charge)  to  which 
the  imder-employed  must  submit.  They  take  the  opportunity 
thus  aft'orded  to  simphfy  the  general  provisions  as  to  arrears 
and  to  promote  arrangements  which  shall  harmonize  with  the 
broad  plan  of  the  Act  under  which  the  smaller  financial  questions 
are  left  (as  in  a  national  scheme  must  always  be  the  case)  to  the 
welding  operation  of  the  general  average. 

Not  the  least  interesting  part  of  the  Committee's  work  on 
this  subject  is  the  examination  of  the  fundamental  difference 
between  compulsory  and  voluntary  insurance.  Many  adminis- 
trators of  approved  societies  appear  to  have  advocated  the  treat- 
ment of  arrears  in  State  insurance  on  the  plan  with  which  the 
friendly  societies  are  famihar.  and  under  which  arrears  accumulate 
until  an  opportunity  arises  for  deducting  them  from  benefits  or 
imtil  their  amount  involves  '"'  exclusion  "  or  "  lapse."  For  the 
first  time,  so  far  as  we  are  aware,  it  is  made  clear  in  this  report 
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why  such  reasonable  incidents  of  voluntaiv  insurance  are 
inappropriate  to  a  compulsory  system. 

In  their  final  report  (Cd.  8451)  the  Committee  examine 
subjects  involving  social  cjuestions  which  embrace  a  wider  field 
than  that  of  Approved  Societies  finance  and  administration, 
although  by  their  terms  of  reference  they  are  hmited  to  a  con- 
sideration of  the  effect  of  these  questions  in  relation  to  the  working 
of  Approved  Societies. 

The  subjects  examined  are  three  in  number,  namely  : 

(1)  Section  63  of  the  Act  of  1911  relating  to  enquiries 

into  causes  of  excessive  sickness,  &c. 

(2)  The  suggested  payment  of  sickness  and  disablement 

benefits  in  siclaiess  due  to  venereal  disease. 

(3)  The  suggested  payment  of  such  benefits  in  the  case 

of  tubercular  disease  during  the  period  of  after  care 
— that  is,  after  an  insured  person  has  ceased  to  be 
quahfied   for    the    ordinary   sanatorium    treatment 
and  has  in   some    measure  regained  the  power  to 
work. 
Under   the   first   of   these    subjects,   the    Committee    draw 
attention  to  the  fact  that  a  flat  rate  basis  as  a  criterion  of  excessive 
sickness  is  unsuitable,  and  they  recommend  that  in  place  of  em- 
ploying a  uniform  standard  of  siclmess  for  the  purpose  of  measur- 
ing a  loss  in  connection  with  a  claim  against  employers  or  others 
responsible  for  preventably  bad  conditions,  the  loss  sustained 
by  a  society  should  be  assessed  on  the  basis  of  the  actual  facts  of 
the  case,  so  as  to  permit  of  variations  which  would  take  account 
of  the  normal  sickness  of  the  members  concerned. 

In  the  altered  circumstances,  the  Committee  suggest  that 
the  right  of  a  society  to  take  action  under  the  Section  should  be 
subject  to  their  satisfying  the  Insurance  Commission  that  a 
prima  facie  case  has  been  made  out. 

The  second  heading  refers  to  a  subject  which  is  giving  rise 
to  considerable  discussion  at  the  present  time.  The  present 
practice  of  Approved  Societies  is  to  withhold  payment  of  benefit 
in  cases  of  incapacity  due  to  misconduct,  and  it  has  been  strongly 
urged  by  responsible  medical  opinion  that  this  practice  should 
be  abrogated  on  gToimds  of  pubhc  pohcy  in  the  case  of  sickness 
arising  from  venereal  disease.  It  is  argued  that  by  paying  benefit 
in  the  early  stages  of  venereal  disease,  societies  will  provide  the 
means  for  insured  persons  to  submit  themselves  to  proper 
treatment  and  thus  to  avoid  much  incapacity  in  later  fife  which 
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would  involve  the  payment  of  sickness  or  disablement  benefit 
for  prolonged  periods. 

While  the  Committee  feel  that  it  cannot  be  taken  as 
established  that  such  a  change  in  procedure  would  not  affect  the 
finances  of  societies  adversely,  yet  on  consideration  of  the  various 
claims  and  contentions  which  have  been  placed  before  them, 
they  strongly  recommend  its  adoption  by  societies.  They 
suggest  also  that  societies  might  consider  the  desirability  of 
applying  any  alteration  of  practicie  in  this  respect  upon  which 
they  may  decide,  to  their  operations  independent  of  the  Act 
as  well  as  to  their  corresponding  operations  under  it.  It  is 
pointed  out  that  societies  which  are  concerned  to  maintain  a 
high  standard  of  personal  conduct  among  their  members,  can 
achieve  this  end  by  retaining  any  powers  of  expulsion  in  cases 
of  wilful  misconduct,  which  they  may  possess  under  their  rules. 

In  connection  with  the  question  of  the  payment  of  benefit 
to  tuberculous  patients  during  the  period  of  after-care,  two 
interesting  memoranda  are  submitted,  one  by  Dr,  P.  C. 
Varrier  Jones,  Acting  Tuberculosis  Officer  for  the  County  of 
Cambridge,  and  the  other  by  Mr.  George  Fraser,  Chairman,  and 
Mr,  W,  E.  Whyte,  Clerk,  of  the  District  Committee  of  the  Middle 
Ward  of  the  County  of  Lanark,  with  reference  to  the  Hairmyres 
Colony  Scheme. 

It  would  seem  that  medical  opinion  definitely  inclines  to  the 
view  that  an  essential  part  of  the  treatment  of  tubercular  disease 
should  consist  of  a  course  of  graduated  exercise,  increasing  in 
duration  and  intensity  as  the  strength  of  the  patient  is  built  up. 
The  witnesses  represent  that  the  qualifying  condition  of  in- 
capacity for  work,  strictly  applied,  is  unsuitable  in  the  case  of 
tuberculous  patients  and  urge  that  Approved  Societies  should 
pay  benefit  to  such  patients  when  convalescent  for  periods  of 
partial  incapacity.  It  is  also  considered  in  many  quarters  to  be 
exceedingly  desirable  that,  in  order  to  expedite  the  patient's 
recovery,  he  should  be  paid  a  wage  as  soon  as,  and  to  the  extent 
to  which,  he  performs  remunerative  work. 

The  Committee  think  that  it  may  fairly  be  held  that  so  long 
as  an  insured  person  is  resident  in  an  Institution  approved  under 
the  Act,  and  is  undergoing  treatment  under  proper  control  and 
supervision,  the  fact  that  he  is  required  as  part  of  his  treatment 
to  perform  physical  exercises,  which  may  differ  from  work  only 
in  that  they  are  carried  out  under  close  medical  supervision, 
should  not  affect  his  claim  to  receive,  and  his  Societv's  Habiht-v 
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to  pay,  sickness  or  disablement  benefit.  If  under  the  rules  of 
the  institution,  payment  should  be  made  for  "  work  "  so  per- 
formed, that  fact  might,  they  think,  be  properly  disregarded, 
provided  always  that  it  is  clear  that  the  "  work  "  is  a  mere  incident 
of  treatment. 

They  cannot,  however,  see  their  way  to  advocate  an  arrange- 
ment whereby  payment  would  be  made  in  cases  of  partial 
incapacity  where  the  patient  has  returned  to  his  own  home  and 
is  engaged  in  some  work.  The  difficulty  of  securing  uniformity 
of  certification  in  such  circumstances  would  be  enormous,  and  it 
is  well  known  that  the  system  of  payment  of  benefit  as  of  right 
to  persons  who  are  not  wholly  incapacitated  from  work  has,  in 
the  history  of  friendly  societies,  proved  to  be  disastrous. 


Continuous  Valuation  Machinery.    By  P.  H.  McCormack,  A.I.A. 

Although  several  important  papers  have  appeared  in  the 
Journal  during  recent  yeais  on  the  subject  of  valuation  methods, 
the  closely-allied  question  of  the  tabulation  of  valuation  data 
has  scarcely  been  touched  upon  for  some  time.  The  following 
note  mav  therefore  be  of  interest  ;  it  has  been  prepared  after 
an  examination  of  several  systems  now  in  use.  and  contains  a 
description  of  the  machinery  recently  adopted  by  an  office  which 
had  not  hitherto  employed  the  continuous  method  of  classification. 
Actuaries  have  long  recognized  the  advantage  of  the  con- 
tinuous method,  whereby  the  statistical  particulars  are.  as  it 
were,  built  up  from  year  to  year,  over  the  old  system  of  taking 
them  out  afresh  at  each  valuation.  Most  offices  have  therefore 
adopted  the  continuous  principle  in  one  form  or  another,  but 
nearly  every  office  has  solved  the  problem  in  its  own  particular 
way,  with  the  result  that  several  different  practical  applications 
of  the  system  are  now  in  use.  Probably  the  most  important 
difference  is  to  be  found  in  the  methods  of  tabulating  the  policies 
in  force,  some  offices  employing  both  class-books  and  cards  for 
this  purpose,  others  using  either  books  or  cards.  The  double 
record  necessarily  involves  a  duplication  of  labour,  and  does  not 
appear  to  have  any  advantages  which  cannot  be  obtained  by  a 
simpler  system,  while  the  class-book  method  alone  possesses 
none  of  the  elasticity  of  the  card  system,  with  its  facility  for 
sorting  and  resorting  in  any  order  and  its  total  exclusion  of  all 
data  which  are  no  longer  required.     The  cjuestion  has   lately 
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received  cousideratioii  in  several  offices,  and  where  a  change 
has  been  made,  the  tendency  has  been  in  the  direction  of  abandon- 
ing valuation  class-books  in  favour  of  the  card  system  alone. 
The  latter  system  forms  the  basis  of  the  machinery'  explained  in 
this  note.  The  work  is  described  in  full  from  the  commencement, 
although  some  shght  modification  would  be  required  in  the  event 
of  the  previous  existence  of  class-books,  which  would  no  doubt 
be  useful  in  the  initiation  of  the  new  system,  if  it  were  desired  to 
change. 

The  main  object  of  the  system  is  to  enable  the  pohcy  par- 
ticulars in  each  classification  group  as  at  31  December  in  every 
year  to  be  accurately  ascertained  at  the  earhest  possible  date,  thus 
providing  the  necessary  basis  for  an  annual  valuation  in  a  form 
which  will  enable  the  statutory  returns  to  the  Board  of  Trade 
to  be  prepared.     To  achieve  this  object  it  is  necessary  : 

1.  To  tabulate  the  data  in  the  simplest  form  consistent 

with  the  Assurance  Companies  Act. 

2.  To  choose  a  method  which  makes  it  convenient  to 

reconcile  the  particulars  of  pohcies  in  force  at  any 
31  December  with  those  of  a  year  earher.  These 
figures  will  be  referred  to  as  the  "  totals  in  force  " 
for  brevity. 

3.  To  make  the  various  elements  leading    up    to    this 

balance,  e.g.,  new  policies,  claims,  surrenders,  &c., 
seK-balancing,  so  that  errors  may  be  easily  traced. 
•4.  To  avoid  duphcation  which  does  not  serve  some  purpose. 
5.  To  make  the  method  so  straightforward  that  it  can 
be  used  and  understood  by  clerks  having  no  actuarial 
training. 
It  is  also  desirable  to  arrange  the  valuation  data  so  as  to 
provide  information  required  for  general  office  purposes,  such  as 
the  bonus  record,  particulars  of  the  last  premiums  in  hmited 
payment  and  endowment  assurance  cases,  and  the  expiry  of  term 
pohcies. 

Method  of  Classifyixg  the  Existing  Policies. 

In  the  first  place  cards  were  written  from  the  policy  registers 
for  all  pohcies  in  force.  The  particulars  having  been  checked, 
bonuses  were  inserted  from  the  bonus  books  and  the  necessary 
actuarial  functions,  &:c.,  calculated  and  checked.  The  cards 
were  then  put  away  until  all  the  existing  pohcies  had  been  dealt 
with. 
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The  following  is  the  form  of  card  used  for  whole  life  pohcies, 
verv  slight  modification  being  required  to  adapt  it  to  other 
classes  of  assurance  : 

Dimensions  o"  x  J' . 
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The  continuous  valuation  system  must  be  started  from  some 
fixed  date,  and  it  was  found  convenient  to  arrange  a  future  date 
so  that  the  prehminary  work  could  be  then  completed ;  a  little 
care  was  necessary  to  see  that  alterations  in  the  meantime  were 
carried  through,  but  to  ensure  accuracy  the  cards  were  again 
read  over. 

The  next  stage  was  to  sort  the  cards  to  class,  for  the  purpose 
of  tabulating  the  figures  in  each  valuation  group.  This  process 
was  greatly  facihtated  by  adopting  a  system  of  tabs.  The  cards 
relating  to  each  of  the  main  classes  of  pohcies  are  not  only  of 
distinctive  colour,  but  contain  tab  projections  on  the  top  edge  in 
such  a  position  as  to  indicate  the  class  of  policy,  and  bear  on  the 
tab  a  note  of  the  valuation  gToup.  In  addition  to  convenience 
in  sorting,  the  system  has  another  important  use  as  a  record  of 


*  This  item  is  included  because  the  fractional  premiums  charged  by  the 
office  are  in  all  cases  instalment  premiums. 
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the  changes  which  arise  automatically  out  of  the  contract  in 
certain  classes  of  policies.  It  is  necessary  every  year  to  prepare 
a  list  of  deferred  assurances  vesting,  last  premiums  falling  due 
in  limited  payment  cases,  half-premium  policies  becoming 
subject  to  the  full  premium,  and  so  on.  For  this  purpose  a  special 
tab  is  provided  recording  the  date  of  automatic  alteration,  and 
it  is,  therefore,  merely  necessary  to  go  through  the  trays  of  cards, 
which  are  kept  in  numerical  order,  and  scrutinize  those  cards 
whose  tabs  bear  the  date  of  the  year  for  which  information  is 
being  taken  out.  The  other  cards  may  be  turned  over  very 
quickly,  and  the  collection  of  the  required  details  readily  efEected. 
In  order  to  render  the  process  of  scrutinizing  the  tabs  as 
simple  as  possible,  it  was  decided  to  have  four  tab  positions  on 
the  cards  and  to  use  the  3rd  and  4th  only  for  dates  required  in 
the  annual  scrutiny,  thus  reserving  the  1st  and  2nd  positions  for 
group  dates  only.  The  positions  of  the  tabs  on  the  cards  for 
the  different  classes  of  policies  were  therefore  arranged  as 
follows,  the  distinction  between  with  and  without  profit  cases 
being  made  clear  by  writing  the  tab  dates  in  black  ink  for  with 
profit  pohcies,  and  in  red  ink  for  without  profit  policies  : 

1.  ^yhole  Life  Assurances. — 1st  tab  only,  recording  the  office 
vear  of  birth. 


1840 


2.  Limited  Payment  Whole  Life. — 1st  and  4th  tabs.  The 
1st  tab  to  contain  the  office  year  of  birth  and  the  4th  tab  the  year 
of  last  payment. 


\8eo\ 
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3.  Endowment  Assurances. — 3rd  tab  only,  recording  the  office 
year  of  maturitv. 


1927 


Endowment  assurances  sometimes  mature  in  the  year  following 
that  in  which  they  are  assumed  to  mature  for  valuation  purposes, 
and  if  an  office  has  such  cases  as  well  as  assurances  maturing  on 
the  policy  anniversary,  the  former  will  be  sufficiently  indicated 
by  enclosing  in  square  brackets  the  office  year  of  maturity  placed 
on  the  tab.  In  making  up  for  office  purposes  the  list  of  endow- 
ment assurances  maturing  in  1918.  for  example,  it  will  thus  be 
necessary  to  include  those  cases  whose  tabs  are  marked  [1917]. 

4.  Special  Class  Policies. — 2nd  and  4th  tabs.  The  2nd  tab 
to  contain  the  valuation  group  date  (as,  for  example,  the  year  of 
issue  in  deferred  assurances  with  return)  and  the  4tli  tab  to 
contain  the  date  when  an  automatic  alteration  takes  place  (as, 
for  example,  the  date  of  vesting  of  a  deferred  assurance). 


5.  Annuities. — 2nd  tab  onlv.  recording  the  office  vear  of  birth. 


1829 


It  is  desirable  to  have  a  space  between  the  positions  of  the 
2nd  and  3rd  tabs  in  order  to  isolate  the  two  rifrht-hand  from  the 
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two  left-hand  tabs,  the  former  alone  being  required  in  the  annual 
scrutiny. 

Some  cards  have  thus  one  date  tab,  and  others  two  ;  but 
not  more  than  two  dates  are  required  in  any  case,  because  if  the 
policy  conditions  are  such  as  to  involve  more  than  one  automatic 
alteration,  only  the  earlier  one  need  be  recorded.  "When  that 
date  arrives,  the  pohcy  will  be  transferred  to  another  class, 
and  a  fresh  card  written  recording  the  later  date.  For  example, 
in  the  case  of  a  deferred  endowment  assurance  with  return,  a 
special  class  card  would  be  written  at  the  outset  containing  the 
year  of  issue,  being  the  valuation  group  date,  on  the  2nd  place 
tab,  and  the  year  of  vesting  on  the  4th  place  tab.  On  the 
commencement  of  the  risk  the  case  would  be  transferred  to  the 
endowment  assurance  class,  a  fresh  card  being  written  with  the 
date  of  maturity  on  the  3rd  place  tab. 

As  an  alternative  method,  the  second  tab  might  be  dispensed 
with  and  the  date  of  automatic  alteration  written  on  the  back 
of  the  remaining  tab.  It  is  also  possible  to  use  one  uniform  type 
of  card  provided  with  several  tabs,  so  that  the  staff  engaged  on 
^vriting  up  the  cards  need  not  consider  which  kind  of  card  to 
select  in  any  particular  case.  The  tabs  not  required  would 
subsequently  be  cut  off. 

Process  of  Tabulatixg  the  Initial  Figures. 

For  the  tabulation  of  the  figures  in  each  valuation  group 
at  the  date  of  commencement  of  the  new  method,  it  was  found 
convenient  to  employ  one  of  the  modern  adding  machines  which 
gives  automatically  a  typewritten  hst  of  the  various  items.  The 
pohcy  numbers  were  hsted  by  the  machine  as  well  as  the  other 
particulars,  so  that  a  complete  record  of  the  initial  pohcies  was 
obtained. 

The  cards  relating  to  each  valuation  gToup  were  scrutinized 
before  being  handed  to  the  adding  machine  operator  in  order  to 
avoid  mistakes  in  sorting,  and  to  secure  perfect  accuracy  the  work 
was  done  in  dupHcate. 

The  figures  thus  obtained  were  next  entered  in  a  Summary 
Book,  recording  the  policy  particulars  in  force  year  by  year  for 
each  valuation  group  in  a  form  of  which  the  following  is  an 
example  : 
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The  valuation  cards  were  then  sorted  permanently  into 
numerical  order,  which  is  on  the  Avhole  the  most  convenient 
arrangement  and  the  least  liable  to  lead  to  errors  in  sorting. 
Moreover,  it  enables  the  valuation  cards  to  be  used  conveniently 
as  a  complete  bonus  record. 

The  cards  should  be  stored  in  a  fireproof  cabinet,  and  in  order 
to  avoid  mis-sorting  it  is  advisable  to  make  a  rule  to  the  effect 
that  every  card  should  be  reversed  when  replaced  in  the  cabinet, 
so  that  the  corners  protrude  above  the  cut  edges  of  the  other  cards. 
The  cards  so  replaced  should  be  checked  from  time  to  time  and 
returned  to  their  proper  position.  This  precaution  should  make 
it  very  difficult  for  a  card  to  be  mislaid  ;  but  if  at  any  time  one 
cannot  be  found  in  its  correct  place,  it  ^^'ill  be  possible  to  scrutinize 
all  cards  bearing  upon  the  tab  the  same  valuation  group  date 
as  the  lost  card.     The  latter  will  probably  be  then  discovered. 

New  Policies. 

All  pohcies  issued  after  the  fixed  date  referred  to  above  are 
regarded  as  new  cases,  and  are  not  included  in  the  initial  figures. 
Valuation  cards  are  prepared  and  checked  for  the  new  pohcies, 
and  at  intervals  of  say  once  a  week  they  are  sorted  into  classifi- 
cation order  and  entered  in  the  new  pohcy  sheets  under  the 
appropriate  valuation  groups.  At  the  end  of  the  year  the  totals 
of  these  groups,  after  being  reconciled,  will  be  carried  to  the 
Summary  Book,  and  added  to  the  previous  "totals  in  force." 

In  order  to  distribute  the  work  as  far  as  possible  throughout 

*  Miscellaneous  additions  and  deductions  are  explained  subsequently. 
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the  rear,  it  is  desirable  to  make  interim  reconciliations  with  the 
policy  register  about  once  a  quarter. 

The  new  policy  sheets  are  not  in  the  nature  oi  class  books,  as 
they  are  merely  used  as  a  means  of  analyzing  the  new  policies 
for  the  Summary  Book.  That  is  to  sav,  they  do  not  record  the 
present  position  of  a  policy,  but  only  the  particulars  at  issue. 

Reassurances  with  other  offices  are  dealt  with  throughout  on 
the  same  lines  as  the  assurances  of  the  office,  but  in  accordance 
with  the  requirements  of  the  Assurance  Companies  Act  they 
must  be  kept  sepaiate,  and  special  cards  and  sheets  are  therefore 

necessary. 

Cancelmexts. 

Separate  office  cancelment  books  are  used  for  Deaths, 
Maturities,  Surrenders,  and  Lapses  (including  term  policies 
expirins;,  &c).  These  books  contain  columns  for  sums  assured, 
bonuses,  and  office  yearly  premiums,  for  reconciliation  with  the 
valuation  department  sheets,  and  there  is  also  a  column  to  indi- 
cate classification  group.  On  a  cancelment  taking  place,  it  is 
entered  in  the  appropriate  cancelment  book,  the  entries  in  each 
book  during  a  particular  calendar  year  being  consecutively 
numbered  for  convenience  of  reference.  The  valuation  depart- 
ment uses  the  office  cancelment  books  for  extracting  the  valuation 
cards,  and  marks  upon  the  latter  the  cause  of  cancelment.  with 
the  year  and  reference  number.  When  taking  out  the  cards,  it 
should  be  noticed  that  the  facts  entered  thereon  agree  with  those 
in  the  book. 

After  a  batch  of  cancelled  cards  have  been  collected  in  this 
wav,  they  are  sorted  to  group  and  entered  in  the  appropriate 
cancelment  sheets,  the  totals  at  the  end  of  the  year  being  carried 
to  the  summarv.  The  cancelment  sheets  must  be  reconciled 
with  the  office  books,  and  in  order  to  ensure  a  balance  being 
easilv  effected  it  is  advisable  from  time  to  time  to  read  over  the 
cancelment  books  with  the  sheets.  The  system  of  reference 
numbers  facilitates  this  operation,  as  it  enables  an  item  read 
from  the  sheets,  which  contain  the  reference  number,  to  be  traced 
and  verified  in  the  books.  The  valuation  group  under  which  the 
item  has  been  entered  in  the  sheets  should  be  checked  with  that 
indicated  in  the  book  by  means  of  the  special  column  provided 
for  the  purpose  in  the  cancelment  book.  As  in  the  case  of  new 
pohcies,  it  is  convenient  to  make  an  interim  reconcihation  for 
cancelments  about  once  a  quarter.  The  advantage  of  separate 
books  and  sheets  for  each  of  the  four  classes  of  cancelments  is 
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evident  in  the  balancing  work,  as  discrepancies  are  localized  and 
errors  more  easily  traced  than  if  all  cancelments  were  dealt  ^^■ith 
together. 

The  cancelled  cards  are,  of  course,  kept  separately  in  respect 
•of  each  kind  of  cancelment.  They  will  be  found  useful  if  the 
particulars  do  not  balance  at  the  first  attempt. 

Miscellaneous  Alterations. 

The  office  alterations  book  contains  a  large  number  of  items 
which  do  not  affect  the  valuation  particulars,  and  the  valuation 
department  therefore  keeps  a  separate  alterations  book,  arranged 
for  balancing  with  the  additions  and  deductions  sheets.  The 
left-hand  pages  of  this  book  are  used  for  deductions  and  the 
corresponding  right-hand  pages  for  additions.  Particulars  of 
each  alteration  affecting  the  valuation  are  entered  with  a  note 
of  the  group  to  which  the  case  belongs,  each  year's  alterations 
being  consecutively  numbered.  For  the  purpose  of  transferring 
items  from  the  office  alterations  book  to  the  valuation  alterations 
book  small  cards  in  the  followin";  form  are  used  : 


Dimensions  4h"  x  Si" 


Class 

I'ulicv  No. 

\ 

Group 

Alteration  No 

\ 

Before 

After 

S.A 

Bonus 

Office  Premium 

These  cards  are  also  found  useful  for  taking;  out  and  alterin<T 
the   main   valuation   cards,   for   writing  up  the   miscellaneous 
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additions  and  deductions  classification  sheets,  and  for  facilitating!; 
the  balance  of  the  books  and  sheets. 

The  additions  and  deductions  sheets  are  of  the  same  pattern 
as  the  cancelments  sheets.  Miscellaneous  additions  for  each 
valuation  group  are  recorded  on  one  side  of  a  sheet,  and  mis- 
cellaneous deductions  for  the  same  group  are  entered  on  the  back 
of  the  same  sheet.  For  example,  if  a  poUcy  is  reduced  from 
£200  to  £100  and  the  premium  from  £10  to  £5,  £100  sum  assured 
and  £5  premium  will  appear  on  the  front  of  the  sheet,  and  £200 
sum  assured  and  £10  premium  on  the  back.  It  would,  of  course, 
be  possible  to  deal  only  with  differences,  but  this  method  would 
l^robably  cause  more  mistakes. 

The  miscellaneous  additions  are  carried  direct  to  the  Summary 
Book  at  the  end  of  each  year,  but  the  miscellaneous  deductions 
are  combined  with  the  corresponding  cancelments  and  the  totals 
carried  to  the  Summary  Book.  The  combination  of  cancelments 
and  miscellaneous  deductions  is  easily  effected,  as  it  is  only 
necessary,  when  summarizing  the  several  sets  of  deduction 
sheets  for  balancing  purposes,  to  enter  the  particulars  for  each 
gTOup  in  parallel  columns,  and  then  to  sum  them  across,  in  order 
to  obtain  the  combined  figures  required. 

Taking  the  Whole  Life  with  Profits  class,  for  example,  the 
deduction  sheets  are  summarized  and  the  results  combined  in 
the  following  manner  : 


Group 

Xo.  OF  Policies 

Sums  Assi-red 

&c. 

D. 

S.        L.      M.D. 

Total 

D. 

S. 

L. 

M.D. 

Total 

1815 
1816 
1817 
1818 
1819 
1820 

1 
1 

the  letters  D,  S,  L,  and  M.D.  indicating  Deaths,  Surrenders, 
Lapses,  and  Miscellaneous  Deductions  respectively. 

This  method  of  combininii  the  cancelments  and  miscellaneous 
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deductions  involves  uo  additional  labour,  and  simplifies  the 
form  of  the  final  summary.  "When  the  combined  deduction 
totals  for  each  classification  fii'oup  have  been  carried  to  the 
Summary  Book,  they  must  be  subtracted  from  the  sum  of  the 
pre\'ious  "'  totals  in  force ",  new  policies,  and  miscellaneous 
additions,  in  order  to  obtain  the  new  valuation  particulars  as  at 
31  December. 

Automatic  Alterations . 

In  addition  to  alterations  which  arise  from  changes  in  contract, 
correction  of  errors  in  age,  and  similar  causes,  there  are  also 
changes  in  some  policies  which  occur  automatically  by  flux  of 
time.  As  explained  in  a  previous  section,  the  tab  system  provides 
a  complete  up-to-date  record  of  automatic  alterations,  and  the 
required  particulars  can  be  abstracted  when  the  cards  are 
scrutinized,  the  whole  work  being  thus  completed  each  year  in 
one  process.  Incidentally,  if  the  office  does  not  grant  endowment 
assurances  for  a  shorter  term  than  10  years,  it  is  unnecessary  to 
turn  over  the  cards  relating  to  policies  issued  in  the  last  10  years 
when  compiling  a  list  of  maturities  for  the  current  year.  Such 
policies  form,  in  most  offices,  a  considerable  proportion  of  the 
total  number. 

It  is  possible,  of  course,  to  keep  the  valuation  cards  in 
classification  order  instead  of  in  numerical  order,  and  to  prepare 
the  lists  of  maturities,  &c.,  directly  from  the  cards;  but  this  does 
not  necessarily  solve  the  problem.  For  instance,  if  limited 
payment  cases  are  valued  by  the  year  of  birth  method,  the 
classification  does  not  give  the  last  payments  falling  due.  More- 
over, if  the  cards  are  kept  in  classification  order,  they  do  not  so 
conveniently  serve  the  purpose  of  a  bonus  record,  and  errors  in 
sorting  are  more  likely  to  occur  than  if  numerical  order  is  adhered 
to  throughout. 

The  record  of  automatic  alterations  is  sometimes  kept  in  a 
special  book  containing  the  policy  numbers  of  the  cases  relating 
to  each  calendar  year.  It  must,  of  course,  be  written  up  from 
time  to  time,  and  soon  becomes  overcrowded  with  policies  which 
are  no  longer  in  force.  As  the  policy  numbers  only  are  recorded 
in  the  book,  the  required  particulars  must  be  obtained  inde- 
pendently. 

Final  Valuation  Particulars. 

As  previously  mentioned,  the  initial  "  totals  in  force  "  are 
recorded  in  the  Summary  Book,  and  the  new  pohcies,  additions, 
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and  total  deductions  entered  at  the  close  of  each  year,  the  '"'  totals- 
in  force  '"'  at  31  December  beinu"  obtained  by  making  the  necessary' 
additions  and  subtractions.  In  order  to  check  this  work  at  the 
final  stage,  it  is  advisable  to  summarize  the  pohcy  particulars  in 
force  at  the  end  of  each  year,  as  recorded  by  the  Summary  Book, 
and  to  reconcile  the  gxand  totals  with  the  figures  arrived  at 
independently  by  adding  the  total  new  pohcies  and  miscellaneous 
additions  for  the  year  to  the  policy  particulars  in  force  at  the 
beginning  of  the  year  and  then  subtracting  the  deductions  in  toto. 
The  summary  of  pohcy  particulars  can  also  be  used  for  the 
purpose  of  the  actual  valuation,  the  necessary  factors  having  been 
inserted  beforehand.  It  is,  of  course,  desirable  to  value  in 
advance  the  special  class  pohcies  requiring  individual  treatment, 
in  order  to  expedite  the  valuation  results  as  much  as  possible. 

In  order  to  make  the  Summary  Book  last  for  several  years 
without  the  necessity  of  re-writing,  a  whole  page  is  devoted  to 
each  valuation  group,  and  there  is  a  separate  Summary  Book  for 
each  of  the  main  classes  of  policies. 

Additional  Check  ox  Results. 

One  advantage  of  the  class-book  system  is  that  the  policies 
comprised  in  each  valuation  gxoup  are  set  out  in  detail.  Since, 
however,  the  tab  system  enables  the  valuation  cards  to  be  sorted 
into  classification  order  very  quickly,  should  it  be  desired  to 
verifv  the  Summary  Book  independently,  the  methods  described 
are  held  to  be  free  from  objection  on  the  ground  that  the  indi- 
^^dual  policy  particulars  are  so  far  lost  in  the  Summary  Book 
totals  as  to  render  the  final  results  hable  to  suspicion — a  criticism 
which  might  possibly  be  levelled  against  a  system  which  failed 
to  pro^'ide  any  facihty  for  a  speedy  classification.  In  this 
connexion  it  may  be  suggested  that  although  the  precautions 
mentioned  should  keep  the  continuous  totals  in  the  Summary 
Book  free  from  error,  it  will  probably  be  desirable,  as  an  addi- 
tional safeguard,  to  extract  the  valuation  cards  of  a  particular 
class  from  time  to  time,  and  to  verify  the  Summary  Book  figures 
by  summing  certain  particulars  on  the  cards.  This  process  does 
not  form  an  essential  part  of  the  valuation  system,  and  need 
only  be  performed  when  convenient  opportunities  occiu:. 
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LEGAL   NOTES. 
Bij   William   Chaklks   Sharmax,  F.I. A.,  Bam'ster-at-Lair. 

vaudityof         IHE  decision  of  Mr.  Justice  Astbury  in  the  case  of 
uS'li°^nce      In  re  Williams,  Williams  v.  Ball,  reported  in  these 

policy. 

Notes.  J. I. A.,  vol.  1,  p.  118,  has  now  been  affirmed 
bv  the  Court  of  Appeal,  86  L.J.  36  C.A. 

The  case  was  concerned  with  the  validity  of  the  assignment 
of  a  policy  of  assurance,  such  assignment  being  in  the  form  of 
an  endorsement  by  the  assured  on  the  policy  as  follows  :  "I 
"  authorize  A.M.B.  and  no  other  person  to  draw  this  assurance 
"  in  the  event  of  my  predeceasing  her."  The  facts  are  reported 
in  the  previous  Note  on  the  case. 

In  the  course  of  the  judgment  Lord  Cozens  Hardy,  M.R.  said  : 
''  What,  then,  is  the  effect  of  the  ^lemorandum  here  ?  It  seems 
"  to  me  to  be  of  the  nature  of  a  mere  power  of  attorney  though 
"  not  under  seal,  authorizing  the  person  named  to  do  certain 
''  things.  A  power  of  attorney,  however,  becomes  inoperative 
"  on  the  death  of  the  person  conferring  it.  and  the  recipient 
"  cannot  claim  to  exercise  the  power  after  that  per.son"s  death."' 

"  There  is  another  objection  to  the  document.  It  is  a  mere 
"  mandate  which  ceased  to  be  operative  at  death,  and  further 
"  it  seems  to  me  to  be.  if  anything,  of  the  nature  of  a  testa- 
"  mentary  document.  It  was  a  document  which  was  intended 
"  to  take  effect  only  in  the  event  of  the  donor  predeceasing 
"  the  donee. 

"  I  think,  therefore,  that  the  decision  of  the  learned  Judge 
"  in  the  Court  below  was  right,  and  there  was  no  gift  of  the 
"  policy  to  the  appellant." 


The  case  of  In  re  Citu  of  Glasqov:  Life  Assurance  Co., 

Transfer  of  ^       '  J  '  ^  ^ 

d^po^su""^  86  L.J.  Ch.  86,  deals  with  an  interesting  point  arising 

Fund  to  be         Qu  thc  amaloamatiou  of  two  hfe  assurance  companies. 

earmarked  in  ~  ^  ■ 

habiiiue'^under  sud  thc  proposcd  traiisfcr  of  the  fund  deposited  in 
paid-np  poucies.  Q^^^  uiidcr  sectioii  2  of  the  Assurance  Companies 
Act  from  the  vendor  company  to  the  purchaser  company 
free  from  all  liabilities  of  the  vendor  company.  The  facts  are  as 
follows  : 

The  City  of  Glasgow  Life  Assurance  Co.  (afterwards  called 
"  the  Glasgow  company  ")  was  incorporated  by  a  special  Act 
in  1861,  and  further  powers  were  conferred  upon  it  by  an  Act 


2  Jr4  Legal  Notes.  [April 

in  1892.  In  1913  the  company  was  registered  as  an  unlimited 
company  mider  the  Companies  (Consohdation)  Act,  1908. 

The  Scottish  Union  and  National  Insurance  Co.  (afterwards 
called  "  the  Scottish  Union  ")  was  incorporated  by  a  special 
Act  in  1878,  and  further  powers  were  conferred  upon  it  by 
subsequent  Acts  ;  and  by  section  2  (H)  of  its  special  Act  of  1892 
it  was  empowered  to  carry  into  effect  contracts  for  amalgamation 
with  any  company  authorized  to  carry  on  any  business  which 
the  Scottish  Union  was  authorized  to  carry  on  or  for  undertaking 
all  or  any  of  the  contracts  and  liabilities  of  any  such  company. 

In  1910  each  company  deposited  in  pursuance  of  the  require- 
ments of  section  2  of  the  Assurance  Companies  Act,  1909, 
securities  representing  £20,000. 

By  a  provisional  agreement  made  in  March  1913,  the  Glasgow 
company  agreed  to  sell,  and  the  Scottish  Union  agreed  to  pur- 
chase as  a  going  concern  the  entire  undertaking,  business,  and 
assets  of  the  Glasgow  company,  and  to  assume  all  the  legal 
liabilities  of  that  company  ;  and  the  purchasing  company  agreed 
to  keep  separate  and  distinct  the  life  assurance  and  annuity 
fund  of  the  Glasgow  company,  and  to  continue  to  hold  that  fund 
in  trust  for  the  protection  and  sole  benefit  of  the  pohcyholders 
and  annuitants  of  the  Glasgow  company. 

By  an  Order  made  16  October  1913  by  the  Lords  of  Council 
and  Session  in  Scotland  the  transfer  of  the  business  of  the  Glasgow 
company  to  the  Scottish  Union  in  the  terms  of  the  agreement 
was  duly  sanctioned. 

In  November  1913,  the  Glasgow  company  went  into  voluntary 
liquidation,  and  in  the  following  month  the  Glasgow  company 
and  its  liquidators  duly  assigned  its  undertakings,  business,  and 
assets  to  the  Scottish  Union. 

In  December  1914,  a  petition  was  presented  by  both  companies 
to  the  High  Court  of  Justice  in  England,  asking  that  the  fund 
in  Court  to  the  credit  ''  Ex  parte  the  City  of  Glasgow  Life 
Assurance  Company  in  respect  of  life  assurance  business" 
might  be  transferred  to  an  account  "  Ex  parte  the  Scottish 
Union  and  National  Insurance  Company  in  respect  of  life 
assurance  business,"  and  that  the  income  of  the  funds  might  be 
paid  to  the  Scottish  Union.  No  order  was  made  on  that  petition 
owing  to  objections  raised  by  the  Board  of  Trade,  except  with 
regard  to  the  payment  of  dividends  on  the  fund  to  the  Scottish 
Union. 

In  respect  of  a  large  number  of  poUcies  issued  by  the  Glasgow 
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company  premiums  thereon  had,  subsequent  to  the  amalgamation 
of  the  two  companies,  been  paid  by  the  poHcyholders  to  the 
Scottish  Union,  in  consequence  whereof  there  had  been  a  novation 
of  the  contracts  with  the  poHcyholders.  But  there  were,  on 
the  other  hand,  a  large  number  of  fully  paid-up  life  policies 
remaining  on  foot,  with  regard  to  which  novation  of  the  contracts 
was  not  probable  for  a  long  time  to  come. 

It  was  proposed,  with  the  consent  of  the  Board  of  Trade,  that 

claims  of  these  paid-up  policyholders  should  be  protected  by  the 

carrying  over  the  fund  to  the  account  of  the  Scottish  Union  so 

ear-marked  that  it  shall  remain  available  for  those  policyholders 

who  have  not  accepted  policies  with  the  Scottish  Union. 

In  delivering  judgment,  Sargant,  J.,  said  : 

"  It  appeared  that,  as  regards  a  very  large  number  of  policies. 

annual  or  other  periodical  payments  had  been  made  to  the 

purchaser  company  ;    and  with  regard  to  those  policies  it  was 

probable  or  certain  that  there  had  been,  by  reason  of  that 

payment,  a  novation  of  the  contract  with  the  policyholder, 

so  that  the  pm'chaser  company  became  Uable  instead  of,  and  to 

the  release  of,  the  vendor  company,  for  section  7  of  the  Life 

Assurance  Companies  Act,  1872,  had  ceased  to  be  law  and  a 

novation  was,  therefore,  possible  in  that  way.     But  beyond 

these  policies,  the  vendor  company  had  issued  a  very  large 

number  of  fully  paid-up  policies,  the  consequence  of  which  was 

that  there  had  not  been,  and  probably  would  not  be  for  a  very 

long  time  to  come,  a  novation  of  these  contracts  between  the 

'  original  policyholders  and  the  vendor  company. 

"  Under  these  circumstances  it  was  suggested  that  the  decision 
'of  Mr.  Justice  Warrington  in  Popular  Life  Assurance  Co. 
'  (J./.^.,  vol.xliii,p.224:)  applied  ;  and  that, the  vendor  company 
'  having  actually  been  dissolved  and  there  being  no  personal 
'  remedy  at  all  against  the  vendor  company,  it  necessarily 
'  followed  that  the  remedy  against  the  sum  deposited  in  Court 
'  had  also  gone,  and  that,  therefore,  the  purchaser  company  was 
'  entitled  to  have  that  fund  transferred  to  it  as  the  assignee  of 
'  the  vendor  company  without  any  provision  at  all  being  made 
'  for  those  fully  paid-up  policies  of  the  vendor  company.  I 
'  do  not  think  that  that  view  of  the  case  is  really  right,  or  that 
'  Mr.  Justice  Warrington  meant  to  go  to  that  extent.  I  have 
'  had  the  papers  sent  to  me  by  the  Board  of  Trade,  and  I  find 
'  that  in  the  petition  in  that  case  it  was  stated  that  the  purchaser 
'  company  there  had  undertaken  the  liabilities  of  the  vendor 
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"  company  on  all  policies  issued  by  such  company,  and  that  the 
"  purchaser  company  had  become  liable  on  these  policies  in  the 
"  same  way  as  the  vendor  company  was  liable  thereunder.  I 
'■  think  it  must  have  been  on  that  basis  that  the  Order  was  made 
''  by  Mr.  Justice  Warrington.  Of  course  it  is  familiar  that  the 
"  Court,  at  any  time  within  two  years  of  the  dissolution  of  the 
"  company  in  a  voluntary  winding-up,  could  put  an  end  to  the 
"  dissolution ;  and  even  apart  from  that,  it  is  clear  again  that 
''  the  assets  of  the  company,  which  is  voluntarily  wound  up, 
"  cannot  be  transferred  to  a  purchaser  without  providing,  not 
''  merely  for  present  liabilities,  but  for  future  possible  liabilities, 
"  such  as  covenants  under  leases,  and  so  on.  Therefore,  in  such 
"  a  case  as  this,  as  long  as  there  are  existing  liabihties  of  a  vendor 
"  company,  it  seems  to  me  that  it  would  not  be  right  for  the 
'■  Court  to  direct  the  transfer  of  the  assurance  fund  to  the  pur- 
"  chaser  company  free  from  these  possible  liabilities  of  the 
"  vendor  company. 

"  But  since  the  petition  first  came  before  me,  a  suggestion 
"  has  been  made  by  the  Board  of  Trade  which  seems  to  me  amply 
"  to  protect  those  policyholders  who  have  not  novated — ^namely, 
"  that  the  fund  shall  be  carried  to  a  special  account  which  will 
"  on  the  face  of  it  show  that  the  fund  is  still  applicable  for 
"  meeting  those  habilities  in  the  possible,  though  perhaps  very 
"  improbable,  event  of  the  policyholders  having  to  resort  to  it. 
''  Accordingly  I  make  the  order  which  has  been  asked  for  to  that 
"  effect." 


Another   case   deahng   with   the   Statutory   deposit 
deposit"'''         required  to  be  made  by  assurance  companies  is  that 


available  for 


costs  of  of  In  re  National  Standard  Life  Assurance  Corporation 

winding-up.  * 

(Limited),  33  T.L.E.  60. 

This  company  was  incorporated  in  1906,  and  paid  into  Court  a 
deposit  of  £20,000  now  represented  by  certain  securities  in  the 
hands  of  the  Accountant-General  of  the  Court  of  Chancery. 

On  6  June  1916  the  company  was  ordered  to  be  wound  up 
and  a  liquidator  appointed. 

It  appeared  that  the  balance  available  for  the  general  purposes 
would  be  small  and  it  was  uncertain  whether  beyond  the  deposit 
in  Court  any  substantial  assets  would  be  realized  in  the 
liquidation. 

It  was  doubtful  whether  the  claims  made  by  persons  claiming 
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under  policies  of  assurance  issued  by  the  company  would  not 
exceed  the  amount  of  the  deposit. 

The  liquidator  now  applied  to  the  Court  for  directions  whether 
the  securities  representing  the  £20.000  deposit  formed  part  of 
the  general  assets  of  the  company  so  as  to  be  available  for 

(1)  The  general  cost  of  the  winding  up,  including  the  getting 
in  of  the  general  assets  of  the  company. 

(2)  Moneys  payable  into  Court  as  and  when  ordered  by  way  of 
•costs  in  pending  actions  by  the  company  with  which  the  liquidator 
had  been  authorized  by  the  Court  to  proceed. 

Mr.  Justice  Neville  made  the  following  order  : 
That  the  securities  representing  the  £20,000  deposit  are 
available  for  the  general  costs  of  the  winding  up  so  far  as  they 
relate  to  the  life  assurance  business  of  the  company  and  to 
getting  in  such  of  the  assets  as  relate  to  that  business  and  for  the 
payment  of  money  paid  and  payable  into  Court  as  security  for 
costs  in  actions  by  the  company  relating  to  life  assurance  business 
and  with  which  the  liquidator  is  authorized  by  the  Court  to 
proceed. 

ACTUARIAL     XOTES. 

On  o,  method  of  determining  fi]ypro,vimateh/  the  rate  yielded. 
by  a  redeemahle  Bond.  By  J.  R.  Armstrong,  F.F.A., 
of  the  Scottish  Provident  Institntion. 

IN"  their  Actuarial  Xote  {J.I. A.,  vol.  xlix,  p.  366),  Mr.  Lidstone 
and  Mr.  Todhunter  make  use  of  the  assumption  that  "  for  a 
small    variation,    say  x,   in    the   rate    (of   interest)    we   have 

-  ^ .  =dx'\  where  6  vai-ies  so  slowlv  that  for  approximate 

calculations  it  may  be  treated  as  a  constant. 

This  assumption  enables  us  to  approximate  directly,  and 
Avithin  limits  very  closely,  to  x,  the  difference  between  the 
actual  yield  (g  +  x)  and  the  nominal  rate  _(/  on  a  redeemable 
bond  bought  at  a  discount  of  K  per  unit.     For 

on  the  assumption  in  ci[uestion.  Hence  (denoting  a~'  by  R  for 
C(uivenience) 

^=i-K^       .       .       .       •    (1) 
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In  the  case  of  a  bond  bouglit  at  a  premium  of  K  pet^  unit  we 
have^  substituting  g  —  x'  for  g  +  x 

.'=-™-  (2) 

If,  however,  instead  of  adopting  the  constant  6  for  ail  rates- 

and  terms   we   substitute  for  it   lOOf— vrn, ,)  Ave  obtain  a 

\a'^  '       a  J 

formula  almost  as  simple,  but   somewhat  more   flexible   and 

thus  applicable  with  confidence  over  a  wider  area.     "Writing 

E  as  before  for  ft~'  and  making  the  suggested  substitution, 

we  have  for  a  discount  of  K  per  unit, 

lOOKR'' 


100^'  = 


l-100K(Pt"+"«^-R'') 


'M) 


making-  the  yield  100([/  +  rf)  per-ceut ;  and  for  a  irremi^im  of 
K  per  unit, 

^^^'^'  -l4.100K(k^'-R''-"^)    •         •  •   ^'"^ 

making  the  yield  \00{g  —  x')  per-cent. 

The  main  point  in  either  pair  of  fornmlas  is  that  a~  '  in  the 

numerator  is  always  taken  at  the  nominal  rate,  which  may  of 

course  vary  from,  say,  3  to  6  per-cent  or  more.     Most  cases  in 

practice  would,  however,   be    covered,   and   the    use    of   the 

formulas    greatly   facilitated    by    a   working    table   of   three 

columns  such,  for  example,  as  the  following,   of  which  the 

2 
central  column  contains  the  values  of  at  2  per-cent  per 

half-year,  and  the  left  and  right-hand  columns  the  differences 
of  this  quantity  for  half-yearly  rates  one-half  per-cent  lower 
and  higher  respectively : 


Years 

Difference  for 
1  /.;  less 

R*  /' 

1 
Difference  for     j 
1  X  more 

1 

10 
30 
50 

•00582 
•00675 
•00766 

1 
•12231                  •00598 
•05754                  •00717         ' 
■04G11                  ^00822 

i 

Example  1. — Price  88*842,  term  10  years,  nominal  rate 
A\  per-cent,  payable  half-yearly.  Here  100K=ll"158, 
and    taking    R*i      in    the    numerator     (to   four   places)    at 
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•1223 +  -0030=: -1253  and  AR  in  the  denominator  at  -OOGO,  we 
have,  by  [la) 

100,r-.^^^"^;';^=  1-498     whence     100/=  100(y +  a)  =5-998 
1— iribx-0060 

the  trne  rate  being  6  per-cent. 

Example  2. — Price  1  29-731,  term  50  years,  nominal  rate 
6  per-cent,  payable  half-yearly.  Here  100K  =  29-731,  and 
taking  R"  -  by  inspection  =-0464+  (-0082  +  -0087)  =-0633  say, 
and  AK"-"i  =  -0087,  we  have,  by  (2a) 

100./=,        '-,     ",r!,- =1-495    whence    100;=  100 (f/-.r')  =  4-505 
l-i-29-v3x -008/  -^ 

the  true  rate  being  4^  per-cent. 

Where  income  tax  (at,  say,  t  per  £  on  g)  is  taken  into 
consideration,  the  formula  is  specially  suitable.  For  a  bond 
bought  at  a  discount  of  K  per  unit,  we  have 

inn    '1       n  lOOKR^'-'^' 

100x[l  —  t)  = 


l-100K(R'-"'+"'-K'' 
or,  if  at  a  premium, 

100.'(1-0=  '"°^^'"" 


l  +  iOOK(K''-'''-R^'-'"-"') 

the  result  in  either  case  beini?  the  difference,  positive  or 
negative,  between  the  net  yield  /(I  —  i)  and  the  net  nominal  rate. 
For  an  example,  take  the  first  one  given  in  the  Note  above 
referred  to,  where  1^=10,  K  =  -15684,  g  =  -OQ,  and  ^  =  -05. 
Here  we  have 

100..  (1-  0o)=  i  +  i5.684(R-^^-R-^%) 

Taking  R  and  AR  by  inspection  from  the  above  table  at 
•1325  and  •0060  respectively,  we  have  100ci;'(l— '05)  =  1-899 
and  the  net  yield  5-7-1-899  =  3-801,  or  4-001  subject  to  tax, 
the  true  yield  subject  to  tax  being  4  per-cent. 

As  a  rule,  sufficiently  approximate  results  will  be  obtained 
by  the  formulas  even  when  x  lies  well  outside  the  1  per-cent 
interval  for  which  AR  is  taken.  In  the  more  extreme  cases, 
Avhere  n,  K  and  .v  are  large,  the  mean  of  the  differences  for 
two,  and  (more  i-ai-ely)  even  three,  such  intervals  would  of 
course  secure  a  closer  approximation. 

Where  yields  are  frequently  required,  Deghuee's  or  other 
tables  are  no  doubt  available,  and  the  present  formulas  and 
suggestions  are  not  put  forward  as  an  alternative.  In  other 
cases  these  formulas  may  be  found  serviceable,  while,  apart 
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from  tlieir  practical    utility,   the   student    of   the   theory    of 
interest  may  possibly  find  them  in  some  respects  helpful. 


[The  formula  discussed  by  Mr.  Armstrong  is,  in  effect,  a 
first-difference  interpolation  formula,  and  will  be  found  to  be 
a  particular  case  of  formula  (14),  p.  116,  Text-Book,  Part  I 
(Revised  Edition)* — g  and  g  +  'Ol  being  taken  as  trial  rates. 
It  has  the  advantage  of  simplicity,  and  since  the  first  difference 
of  the  reciprocal  of  the  annuity-value  changes  very  slowly 
with  the  rate  of  interest,  the  fact  that  in  many  cases  g  would 
not  appear  to  be  a  suitable  trial  rate  is  not  of  much  importance. 
It  has,  however,  been  pointed  out  to  us  by  Mr.  Lidstone  that, 
consistently  with  the  author's  general  method,  a  somewhat 
closer  approximation  would  be  obtained  by  taking  as  the  trial 
rate  a  standard  rate  I — say,  at  the  present  time,  5  per-cent — 
instead  of  g.     The  formula  would  then  become 

,-_I_y-I  +  KRi 
h    ~  h-KAU' 

where  h  is  the  interval  of  differencing  ;  and  (for  a  given  value 
of  n)  R  and  AR  would  vary  only  at  comparative!}"  long  intervals 
Avith  the  cui-rent  yield  instead  of  from  bond  to  bond  with  g. 

With  regai'd  to  these  (and  other)  first  difference 
interpolation  methods  it  may  be  suggested  that  in  practice 
it  is  ])robably  simpler  and  safer  to  dispense  Avith  formulas 
and  to  interpolate  for  A,  i  or  g,  as  the  case  may  be,  directly 
from  the  well-known  expressions  for  these  quantities.  The 
most  convenient  plan — especially  when  Bond  Tables  are 
available — is  to  interpolate  for  A  (the  value  of  the  bond),  but 
greater  accuracy,  if  required,  is  obtainable  by  interpolating 
for  g,  as  in  the  formula  under  discussion. 

It  may  be  added,  as  a  matter  of  historical  interest,  that  a 
similar  formula — with  h  instead  of  "01  as  the  interval  of 
differencing — was  given  by  the  late  Sir  George  Hardy  in  a 
paper  on  "  Compound  Interest  Tables  and  Formulas  ",  read 
before  the  Actuarial  Society  of  Edinburgh  in  December  1890. 
This  paper  was  not  published,  and  its  contents — Avith  the 
exception  of  the  formula  for  the  rate  of  interest  earned  on  an 
assurance  fund — do  not  seem  to  have  been  generally  known. 
We  understand  that  the  MS  has  been  discovered  among  Sir 
George  Hardy's  papers,  since  Ave  received  Mr.  Armstrong's 
note. — Eds.  J.J.J..] . 

*  Formula  (22),  p.  119  in  the  previous  edition. 
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Graduation  by  Makeham'^-  Hypotli^'sis.    By  W.  Palin  Elderton, 
F. I.A.J  and  S.  J.  Rowland,  F.I. A. 

V  ARIOUS  attempts  have  been  made  from  time  to  time  to 
make  graduations  on  the  a.ssnmption  tliat  tlie  force  of 
mortality  or  tlmt  colog  2^.^.  takes  tlie  form  A+Br'"  and  tliese 
attempts  have  often  been  unsuccessful,  because  the  calculations 
have  not  taken  properly  into  account  the  number  of  observa- 
tions from  wjiich  the  various  values  of  the  force  of  mortality 
were  obtained.  The  choice  of  specified  equidistant  values, 
for  instance,  left  out  of  account  a  large  part  of  the  experience, 
and  Avhen  several  trials  with  various  different  sets  are  made 
the  results  are  troublesome  to  combine  and  are  uucertain  as 
regards  accuracy.  The  best  of  the  earlier  methods  Avas  that 
due  to  King  and  Hardy,  and  consisted  of  finding  the  constants 
A,  B  and  c  from  four  summations  of  f{x),  namely,  (1)  from 
f{x)  to  f{x  +  a-l);  (2)  from  f{cc  +  a)  to  /(^'  +  2a-l); 
(3)  from  f{x-\-2a)  to  /(.r  +  3a-l)  ;  and  (4)  from  /(.«  +  3a)  to 
/(cV  +  4ft— 1).  The  extreme  values  would  usually  be  left  out 
altogether.  The  objections  to  the  method  are  that  the  four 
sums  are  not  of  equal  value,  (1)  and  (4)  being  worth  less  than 
(2)  and  (3),  and  proper  weight  is  not  given  to  the  variotts 
items  in  each  summation.  The  principle  of  the  method  might 
be  retained  and  the  objections  to  a  large  degree  be  removed 
by  usiug  the  following  summations  : 

(1 )  lif{a)  +  lcf[a  +  4)  +  If  {a  +  8)  + .  .  . 

(2)  hf{a  + 1)  +  lcf{a  +  5)  -f-  lj\a  +  9)  +  .  .  . 

(3)  hf[a  +  2)  +  Irfia  +  6)  +  If  {a  +10)  +  ... 

(4)  /^/(rt  +  3)+^/(a  +  7)  +  //(«  +  ll)  +  .  .. 

where  /(,  /r,  /,  &c.,  are  coefficients  roughly  based  on  the 
exposed  to  risk.  So  far  as  we  know  this  method  has  not 
been  used  except  in  Note  G,  p.  131,  of  Sir  Greorge  Hardy's 
"Construction  of  Mortality  Tables  ^^  aiid  the  recent  tendency 
lias  been  to  discard  the  King  and  Hardy  method  and  adopt 
•either  the  method  of  moments  applied  to  A  +  Bc^  or  some  plan 
which  works  directly  from  the  exposed  to  risk  and  deaths  or 
by  some  other  method  gives  appropriate  vakie  to  the  various 
parts  of  the  table.  The  application  of  the  method  of  moments 
directly  to  A  +  Bc-*"  is  open  to  similar  objections  to  those  urged 
against  the  King  and  Hardy  method,  and  when,  as  is  sometimes 
done,  it  is  employed  in  a  form  that  necessitates  the  assumption 
of  the  value  of  c  it  is  open  to  further  objection.     This  method 
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may  give  good  results,  l)ut  it  deserts  the  facts,  and  is  not  the 
best  method  availaljle. 

The  methods  that  take  some  account  of  the  facts  from 
which  the  ungraduated  values  of  colog  t).^  are  found,  are"*^  : 

(1)  Ct.  F.  Hardy's  method  of  working  from  the  exposetl 

to   risk   and  deaths,  assuming,  after  trial,  a  value 
for  c  ;  this  method  was  used  for  the  British  Offices 
■  Tablest ; 

(2)  Application  of  the  method  of  least  squares  used  by 

Karup  and  others,  and  by  Steifensen  in  the  recent 
Danish  experience  :  the  various  Avriters  emplov 
diff erent  methods ; 

(3)  Steffensen's     method     using    least    squares,    but 

weighting  Avith  c~^  as  an  approximation;  this  is 
given  in  a  recent  publication  ; 

(4)  The  rough  representation  of  the  exposed  to  risk 

and  the  graduation  of  a  new  series  of  deaths 
calculated  from  the  hypothetical  exposed  to  risk. 

The  various  methods  have  been  fully  described  in  the  books 
and  papers  mentioned  in  the  list  appended  to  this  note,  and 
we  need  not  deal  Avith  detail  of  the  application  here,  but  we 
may  give  a  table  based  on  that  shown  b\'  Dr.  Steffensen  in 
one  of  his  recent  papers  exhibiting  the  results  of  various 
attempts  to  graduate  the  Danish  experience,  and  we  have 
added  a  graduation  by  method  (1)  assuming  that  logc  =  "04. 
We  have  reproduced  the  results  of  a  graduation  made  by 
Steffensen,  resulting  from  the  application  of  the  method  of 
moments  to  A  +  Bc'',  which  compares  unfavourably  with  the 
other  methods  as,  in  fact,  would  be  expected. 

As  regards  method  (4)  we  give  the  results  of  a  graduation 
reached  by  the  assumption  of  a  normal  frequency  curve  as  the 
hypothetical  exposed  to  risk  and  the  graduation  of  the  figures 
resulting  from  multiplying  this  exposed  by  cologp.r.  The 
method  has  been  fully  described,  but  it  will  perhaps  be  of 
some  interest  to  show  the  whole  of  the  arithmetical  work,  and 
we  therefore  give  it  in  Appendix  II. 

AVe  may  now  give  the  tables  showing  the  results  of  the 
various  graduations  j  : 

*  H.  P.  Calderou  indicated  some  metliods  in  J. LA.,  vol.  xxxv,  ]>p.  15  et  seq., 
but  the  general  stutemeut  given  here  covers  tlie  methods  suggested. 

t  The  method  was  suggested  by  Makeham,  J. I. A.,  vol.  xvi,  j)p.  344  ef  seq., 
for  use  with  imperfect  data,  to  the  extent  of  an  assumed  lo^c  with  actual  deaths 
and  exposed,  but  not  successive  summations. 

J  We  have,  of  course,  assumed  the  arithmetical  accuracy  of  all  the  results 
given  bv  Dr.  Steffensen. 
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Xo. 

Metliod                                                      A                 logB       1        loge 

(1) 

(2) 
(3) 
(4) 

(5) 

G.  F.  Hardy's  method  with  exposed  and  deaths...      -OOuGSi'S        ."•63911         O-l 
Steffenseu— Least  squares,  correctly  weighted...      •OO;.i9033        ."•6(i499        -039668 

Steffenscn  — Least  squares,  weighted,  c-^' -0015200        ."-81270        -037377 

Hypothetical  ex])Osed—iiornuil  curve  of  error    ...      -0006184        .^77119        -038233 
Monients  applied  to  A  +  Bc>:         0006242        4  00369        -035203 

Table  II 

. — Speninens  of  Bates 

of  MoHalUy. 

Age 

(1) 

1 

(3) 

(4) 

(5) 

20 

-00289 

•00274 

00433 

00221 

00261      , 

25 

-003-27 

•00312 

00478 

00265 

00319     1 

30 

■00384 

•00372 

00546 

00333 

00107     1 

35 

•00479 

•00467 

00652 

00437 

0O539     I 

40 

-00625 

•00617 

00S14 

Oti601 

00735 

45 

•00856 

•00853 

01064 

00853 

01030 

50 

•01223 

•01225     ' 

01446 

01247 

01470 

55 

•01800 

•01809 

02i»30 

01848 

02125     : 

60 

•02708 

■02725 

02922 

02779 

03101     1 

DO 

•04131 

•04152 

01278 

04206 

04546 

70 

•06343 

•06364     1 

06326 

06382 

06673 

75 

-09748 

•09752 

09390 

09666 

09774 

80 

-14886 

•14854     ' 

13908 

14533 

14233 

85 

•22447 

•22328 

20419 

21580 

20510 

90 

•33058 

•32816 

29485 

31391 

20075 

95 

•47015 

•46568     1 

41452 

44249 

40221 

Table  III. — Ecrpecfed  Deaths. 


Age 
Group 

Actual 

Expected 
by 

(1) 

Expected 

by 

(•2) 

Expected 
by 

(3) 

Expected 
by 

(4) 

Expected 
t>y 

(5) 

Expected  (2) 
lej-s  Actual 

Expected  (4) 
less  Actual 

+ 

3 

+ 

~ 

20- 

5 

2 

2 

3 

2 

o 

3 

25- 

22 

15 

14 

22 

12 

15 

8 

10 

30- 

96 

88 

85 

122 

78 

96 

11 

18 

35- 

214 

226 

222 

300 

212 

259 

8 

2 

40- 

310 

359 

356 

455 

3.52 

427 

46 

42 

45- 

459 

467 

466 

L69 

457 

565 

7 

2 

50- 

563 

549 

549 

636 

560 

653 

14 

3 

55- 

648 

613 

618 

674 

621 

717 

30 

27 

60- 

663 

659 

663 

698 

671 

745 

0 

8 

65- 

f:93 

678 

681 

691 

686 

725 

...     ,     12 

7 

70- 

628 

614 

615 

601 

613 

626 

13 

15 

75- 

432 

448 

44.8 

425 

443 

447 

16 

11 

80- 

240 

252 

251 

232 

24i 

237 

11 

4 

8.5- 

80 

82 

81 

74 

77 

74 

1 

3 

90- 

12 

13 

13 

12 

12 

11 

1 

0 

Total 

5,065 

5,065 

5,064 

5,514 

5,040 

5,599 

90 

91 

65 

90 
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Method  (3)  is  unsuccessful,  probably  because  the- 
approximation  to  tlie  weiglits  is  inaccurate  at  the  early  ages  ; 
Stcffensen,  ho^N'ever,  found  that  when  the  ends  of  the  table- 
were  neglected  his  results  were  good.  Methods  (1)  and  (2) 
give  almost  identical  results,  but  (2)  is  slightly  better. 
Method  (4)  is  Avorse  in  the  first  three  groups  and  better 
afterwards. 

The  various  graduations  given  above  and  the  other 
graduations  by  Steffensen  of  parts  of  the  table  have 
made  us  doubt  whether  Makeham's  hypothesis  is,  afier  all, 
entirely  satisfactory  for  the  statistics  throughout.  If  Ave 
choose  constants  to  fit  the  Starr,  the  curve  diverges  from  the- 
facts  elsewhere,  and  if  Ave  graduate  the  data  satisfactorily 
from  35  the  earlier  part  is  open  to  criticism.  Slight  evidence 
in  support  of  this  view  can  be  found  in  Steffensen's  least 
squares  graduation  (2)  Avhere  we  notice  that  roughly  speaking 
the  mortality  is  too  Ioav  from  20  to  32,  too  high  from  32  to  47,. 
too  loAv  from  47  to  72,  and  too  high  from  72.  Stretches  of  such 
divero-encies  sometimes  indicate  unsuitable  curves.  It  must 
not  be  inferred  that  Ave  think  Stelfensen's  graduation  is 
unsatisfactory  if  a  Makeham  hypothesis  is  to  be  assumed 
throuo-hout ;  it  is  not ;  all  Ave  Avish  to  urge  is  that  a  Makeham 
curve  above  35  modified  beloAv  that  age  would  be  a  nearer 
representation  of  the  mortality  indicated  by  the  statistics.  We 
should  ourselves  be  tempted  to  write  "0046  for  the  rate  of 
mortality  for  all  the  ages  up  to  age  35,  and  then  use  the  rates 
of  mortality  given  by  method  (4) .  The  expected  deaths  for 
the  first  four  groups  Avould  then  be  3,  18,  95,  213,  and  the  plus 
and  minus  deviations  are  both  65.  The  objection  to  such 
modifications  that  Avell-known  approximations  cannot  then  be 
used  conveniently  is  hardly  tenable  ;  the  error  in  assuming- 
equivalent  ages  on  Makeham's  hypothesis  beloAV  age  35,  Avould 
be  less  important  than  the  error  in  the  graduation.  If 
Makeham's  hypothesis  is  not  applicable  in  any  particular 
case,  it  Avould  seem  pi-eferable  to  have  the  rates  of  mortality 
undistorted  and  to  bring  in  the  error  caused  by  the  assumption 
of  that  hypothesis  only  in  the  comparatively  few  cases  in 
Avhich  the  approximation  is  helpful  rather  than  have  the  rates 
of  mortality  in  error,  so  that  inaccuracy  is  present  even  in  the 
many  cases  in  which  the  hypothesis  is  of  no  assistance. 

We  may  conclude  these  notes  by  saying  that  in  practical 
graduation  it  seems  to  us  important  to  bear  in  mind,  first,  that 
any  graduation  that  operates  only  on  a  rate  of  mortality,  or 
other  similar  function,  may  in  some  circumstances  lead  us  far 
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from  the  facts^  and  it  is  Avell  to  work  in  such  a  Avay  as  to  take 
into  account  the  amount  of  data  on  Avhich  each  individual  rate 
is  based,  and  secondly,  that  we  may  not  be  able  to  obtain  a 
satisfactory  graduation  of  certain  tables  by  a  particuhir 
formula,  however  excellent  the  method  of  application,  because 
the  formula  itself  is  inapplicable. 

^^■^  May  I  take  this  opportunity  of  saying  that  I  agree  Avith 
Dr.  Steffensen's  general  remarks,  about  the  method  of  moments^ 
in  J. LA.,  vol.  xlix,  pp.  355  et  seq.  ?  I  should  not  expect  to 
obtain  very  satisfactory  results  from  it  unless  I  was  operating- 
on  the  actual  number  of  cases ;  rates  or  measures  derived 
therefrom  may,  sometimes,  be  graduated  satisfactorily  by 
moments  or  by  unweighted  least  squares,  but  I  should  not 
exjDect  satisfaction  generally.  I  must  confess  to  an  inability 
to  acquire  any  liking  for  the  method  of  least  squares,  either  in 
theory  or  practice,  and  it  is  probably  this  unreasonable  dislike 
that  leads  me  to  ask  if  it  can  be  proved  generally  that  "  least 
squares "  give  the  "  best "  result.  I  do  not  think  such  a 
proof  exists,  or  perhaps,  can  ever  exist.  It  would  of  course 
involve  a  definition  of  "  best "  and  as  a  further  indication  of  the 
difficulties  involved  I  may  remark  that  a  mean  found  from 
the  original  iingraduated  facts  may  not  be  the  "  best "  mean 
that  those  facts  should  imply. — W.  P.  E. 


APPENDIX   I. 

Pieferences    to    publications    giving    information    as    to 
formula?,  &c.,  by  which  graduations  (1)  to  (5)  are  obtained. 

J.>F.  Steflensen. 

"  On    the    fitting    of    Makeham's   curve   to   Mortality 

Observations."     Math.  Congress.     1912.     (2). 
"  On  the  graduation  of  Mortality  Tables  by  G-.  F.  Hardy's 

modification  of  the  Method  of  Moments. '^    Svenska 

Aktuarieforeniugens  Tidskrift.      1915.     (5). 
"  On  graduation  by  Makeham's  formula."  Do. 

1916.     (3). 
G.  F.  Hardy. 

"  British  Offices  Life  Tables — Graduation  of  Without- 

Profit    Mortality    Table."       J.I.A.,    vol.    xxxviii, 

pp.  501  et  seq.     (1). 
"  Construction  of  Mortality  Tables."     Layton.     1909. 

Pp.  63  et  seq.  (1)  and  (4).     Note  Gr,  pp.  131  et  seq. 
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ir.  P.  Elderton. 

"  Frequency  Curves  and  Correlation."  Pp.  98  et  se(/.  (4). 
G.  J.  Lidstone. 

"  Further  remarks  on  tlie  A'aluation  of  Endowment 
Assurances  in  Groups."  J. I.  A.,  vol.  xxxviii, 
p.  11.     (5). 


APPIDNDIX   11. 

Numerical  Example  of  Graduation  hy  Makeham's  Hypothesis 
assuming  a  Normal  Curve  of  Error  for  the  E.vposed  to  liisJc. 

The  method  is  described  on  pp.  99  and  100  of  "  Frequency- 
Curves  and  Correlation."  The  first  step  is  to  choose  a  suitable 
normal  curve  of  error  for  the  exposed  to  i-isk.  It  is  not 
necessarily  the  normal  curve  that  would  result  from  the 
fitting'  of  a  normal  curve  to  the  actual  exposed^  l)ecause  such 
a  curve  would  generally  give  too  large  an  exposed  bej'ond 
the  old-age  limit  of  the  table,  and  consequently  lead  to  an 
incomplete  curve  in  the  resulting  figures  whicli  are  to  be 
found  by  multiplying  the  hypothetical  exposed  to  risk  by 
•cologj9j..  The  alternative  would  be  to  assume  artificial 
values  of  colog  _2Jj.  after  the  table  ends — an  unsatisfactory 
procedure."^  We  chose,  therefore,  a  normal  curve  with  a 
standard  deviation  of  10  and  an  origin  at  524-  This  meant 
that  we  had  to  take  out  of  Sheppard^s  tables  every  tenth 
value  of  Z  (the  ordinate)  and  multiply  by  the  appropriate 
imgraduated  value  of  cologji*.,..  The  ungraduated  values 
are  given  in  one  of  Steffensen's  papers,  and,  to  show  the 
procedure  exacth*,  we  may  give  the  following  values : 


Age 

30 

40 

50 

51 

52 

53 

60 

70 

80 

cologjo  ...  -00194 

■00185 

•00549 

•00607 

•00671 

•00735  '-01150 

•02721 

•06207 

The  table  of  Z  x  colog  p_^.  was  formed  by  Crelle,  and  all  the 
work  is  given  below.  Each  Z  applies  to  two  ages,  and  we 
give  the  values  of  Z,  although  in  practice  there  is  no  need  to 
copy  them  out  of  Sheppard's  tables : 

*  G.  F.  Hardy  gave  formul.Te  for  assuming  a  liypotlietical  Type  III  curve. 
If  we  bad  large  tables  so  tbat  suitable  curves  could  be  picked  out,  as  they  can 
from  tables  of  the  i)robability  integral,  this  would  improve  the  method,  but  a 
Type  III  curve  fitted  to  the  exposed  leads  to  tiie  same  difficulty  as  a  fitted 
normal  type.  It  also  means  that  the  ordinates  of  the  Type  III  curve  have  to  be 
worked  out,  and  the  i)rocess  therefore  becomes  very  laborious. 
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'lot 


10-  X  z 

lU-'  X  Z 

10- X  Z 

Z 

1 

r        1 

Itf^xZ 

X  COlOg  px 

.r 

53 

>•  i-i'lng  Vx 

X  colog  p-,. 

31 

xc.los^j^ 

iCu 

52 

•3984 

293 

6-5 

•03955 

74 

167 

239 

51 

•3945 

51 

258 

61 

30 

•03174 

75 

145 

21:: 

50 

•3867 

55 

3(J3 

45 

29 

•02522 

76 

136 

101 

49 

•3752 

56 

394 

4-2 

£8 

•01984 

77 

102 

U:5 

48 

•3605 

57 

300 

19 

27 

•01545 

78 

79 

151 

47 

•3 1-29 

58 

422 

9-2 

26 

•01191 

79 

5S 

I2S 

4() 

■3230 

50 

333 

25 

•00909 

80 

5(; 

lOil 

15 

•3011 

60 

346 

35 

24 

■00687 

81 

42 

si 

II. 

•2780 

61 

392 

13 

23 

•00514 

82 

47 

43 

•2541 

62 

351 

■'2 

•00381 

83 

38 

7 -J 

■J-' 

•2299 

fi3 

400 

1-2 

21 

•00279 

84 

26 

•ID 

41 

•2059 

01 

3u:; 

20 

•00203 

85 

15 

\\\ 

•10 

•1826 

65 

335 

... 

•001 46 

86 

27 

2S 

3'.i 

1601 

66 

309 

•00104 

87 

9 

;is 

3S 

•1394 

1)7 

370 

•00073 

88 

12 

:!i 

37 

■120O 

68 

291 

■00051 

89 

9 

2() 

3fi 

•1023 

69 

241 

•00035 

90 

6 

17 

35 

•(1863 

70 

235 

•0002 1 

91 

4 

IS 

34 

•0721 

71 

221 

•0001 6 

92 

1 

11 

33 

•059t; 

72 

217 

•0001 1 

03 

4 

i)-l 

32 

■()|8s 

73 

106 

•00007 
•00005 

94 
;     95 

.     1  say 

■00003 

06 

1 

•00002 

07 

i 

1 

■00001 

98 

To  save  the  Inhonr  df  multiplying-  oach  tonii  wo  tlioii 
Rinnmed  tlicm  in  fives  and  formed  the  following  table  and 
oaleulated  the  moments  about  the  centre  of  the  50-  group, 
i.e.,  about  52.     The  figures  are  as  follow  : — 


Distance,  (J) 

20- 

_//  =  10-''  X  Z  X  eolog  p 

of  f!  roup  from 
52 

y  -x-d 

//  X  (1- 

6 

-6 

36 

216 

25- 

20' 

—  5 

100 

500 

30- 

51 

—  1 

204 

816 

35- 

134 

-3 

402 

1,206 

40- 

313 

_  •> 

626 

1,252 

45- 

50- 

,     55- 

725 
1,,269 
1 ,752 

-1 

0 

+  1 

725 

725 
1,752 

-2.093 

1,752 

'     60- 

1,702 

+  2 

3,584 

7,168 

65- 

1,540 

+  3 

4,647 

13,941 

70- 

1.0.36 

+  4 

4,144 

16,576 

75- 

520 

+  5 

2,600 

13,000 

80- 

209 

+  6 

1 ,254 

7,524 

85- 

72 

+  7 

501 

3.528 

90- 

15 

+  8 

120 

960 

95- 

1 

+  9 

9 

+  18,614 

81 

9,464 

60,245 
or  7^316673  per  unit 

+  16.521 

or  !•  745668  per  unit 

frequoncy 

f,-fl.,n..n/^T- 
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This  grouping  necessitates  an  adjustment  in  the  second 
iiiuiiicnt  wliich  has  to  he  reduced  hy  *08  to  allow  for  the 
assumption  that  the  sum  nl  the  live  ordinates  can  he  treate:! 
as  if  tliey  are  concentrated  at  the  mid  ordinate.  The  adjust- 
ment is  less  than  that  ('OSB)  given  by  Sheppard,  when  areas 
are  assumed  to  be  concentrated  at  the  mid  ordinate. =^  'J'hc 
nn'iments  (adjusted)  about  h'l.  are  therefore 

1st  moment                  ...      r74o668 
2nd        , 7-230B73 

These  liave  to  be  transferred  to  52^,  the  origin  of  the 
normal  curve  assumed  for  the  exposed,  and  made  so  that  the 
unit  of  grouping  is  1  year  instead  of  o  years.  The  latter 
adjustment  means  multiplying  the  1st  moment  by  5  and  the 
second   by    25.     The   transference   means   the    deduction    of 

-from  the  multiplied  1st  moment  and  (the  multiplied 
1st  moment   —      )  from  the  multiplied  2nd  moment  :  hence 

fj,\  =  1-745668  X  5  -  -5  =  8-22834 

/^',  =  7-286673  X  25 -8-72834 +25=  172-43850 

The  rest  of  the  work  merely  means  the  substitution  of 
numerical  values  in  the  expressions  on  pp.  99  and  100  of 
'' Frecpiency  Carves  and  Correlation." 

locr  ,oC  =  ^^- log  ,0^  =  -08803537  x  -4342945  =  -03823327 

,.      /,(X,  +  N.,)      8-22834x9464     ^o.-a- 
^■^=  ^     t-h         =       8-803537       -^^^'^  ^^ 

N,  =  9464-8845-65  =  618-350 

A  =  N,--10«=-00061835 

log ,oB  =  log^%:^  =  log 8845-65-6 -56-90177  x  -03823327 
lOV    :-'' 

=  5  771189 

*  It  is  intere.stiiig  to  remark  that  unailj listed  moments  would  have  reproduced 
Steffenseu's  least  squares  ^raduatiou  almost  e.xactly — loe t^  heing  ■0392889, 
A  "(WOSSfiO.  and  loe  B  :.-69452. 
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The  10^  arises  because  we  took  lOnimesZ  when  multiplying;" 
by  cologpx  and  iu  integrating  the  normal  curve  a  a,  wliic-li  is 
also  10,  has  to  be  brought  into  account. 

It  is  interesting  to  note  that  if  wc  use  this  method  and 
assume  the  values  of  log  '•  given  by  methods  (1)  and  (2)  in 
the  table  on  ]i.  'loo,  we  obtain  the  following  values  of  A 
and  lo2'  13  : 


lo-B 


(I) 
(2J 


•001009 
•0009383 


."•64291 
.*>-6670<J 


log  c 


•039668 


It  will  be  seen  that  these  values  approximate  to  those 
given  in  the  earlier  table,  and  only  one  moment  is  used. 
This  also  points  to  the  fact  that  the  value  given  to  log  c  is 
very  important. 


tSi'iiiinatiun  Formula:  leitli   Second  Dljfertiice  Errors. 
By  A.  D.  Watson,  A.I. A. 

It  was  shown  by   Mr.  George  King  {J. I. A.,  vol.  xli,  p.  71) 
that  if  a  stimmation    formula  Avhich  introduces  an  error  of 

"^10X72    '^    applied  to    colog^^.    of    a    Makeham    curve  the 

errors  introduced  on  thi'  one  hand  by  the  second  differential 

coefficient   and  on  the  other  by  the  neglect  of  the  fourth  and 

higher  differential   coefficients  tend  to  balance,  owing  to  the 

J-       t/'       iP 

.  .    are-    all    positive,    while     the 


fact    that 
coethclents  of 


are  negative;  and  Mv.  Speucer 


iLc"    <U''   dx'' 

d'       d'' 

W   d.i"'  ' 

subse(piently   devised   a    t'ormula    (J. LA.,  vol.   xli,   p.   I-U4),  iu 
wjiich  these  two  errors  very  nearly  neutralize  each  other. 

It  may  be  noted  that  the  small  theoretical  error  introduced 
by  a  fornuila  of  the  class  iu  (piestion.  ejj..  by  Hardys 
well-known  Frieudlv  Society  formula,  can  be  eliuiiiuitcd  l)y 
conibiuiiL;^  in  the  ])ropi'r  [yiopoit  ioii~;  coloiiyy,  uiaduatt'd  by  that 
formula  with  cologyy,.  ;.;radvuited  by  a  formula  correct  to  thirtl 
differences,  the  introduced  errors  being  iu  opposite  directions. 
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The  resulting  cur\'e  would,  of  course,  be  a  .smooth  curve,  and  the 
smoothing-  coefficient  of  the  combined  graduation  formula 
would  be  a  proportioiuite  combination  of  the  smoothing  coeffi- 
cients of  the  individual  fornuila?.  It  would  be  unsatisfactory  to 
combine  a  graduation  by  the  Friendly  Society  formula  with 
(me  bv  Woolhouse's  formula  as  thereby  the  "reater  smoothing- 
power  of  the  former  would  be  materially  reduced. 

An  examination  of  Mr.  Spencer's  Comparative  Table  {J. I. A., 
vol.  xU;  p.  390)  suggests  that  either  of  Higham's  formulae 

might  be  suitable  for  combining  with  Hardy's.  Both  of 
Higham's  formuko  have  the  same  range  as  Hardy's,  while 
Higham's  (a)  lias  nearly  the  same  smoothing  power  as  Hardy's, 
but  is  somewhat  cumbersome  to  apply.  Higham's  (6).  whih^ 
inferior  to  Kardys  in  smoothing  ])o\vei .  is  yery  suitable  foi 
combining  therewith  as  the  operand  is  the  sanu^  and  ojie  sum- 
mation is  common  to  each,  so  that  the  two  graduations  may  be 
performed  with  an  inconsiderable  amount  of  additional  work. 
If  a  graduation  not  involving  more  than  17  terms,  and  yet  free 
from  introduced  error,  is  desired,  the  foregoing  method  might  in 
some  cases  be  found  satisfactory.  The  advantages  in  practice, 
if  any,  would  not  probably  be  important. 

.Vny  formula  introducing  a  negative  error  might,  of  course, 
be  similarly  combined  with  Hardy's  or  any  other  formula  intro- 
ducing a  positive  error.  In  the  Table  A,  following,  are  shown  the 
errors  introduced  by  a  few  well-known  formuloe.  including  two 
new  formute,  Nos.  7  and  8,  being  respectively  Dr.  Karup's  and 
Mr.  Spencer's  original  21-terni  formula  modified  so  as  to  introduce 
a  second  difference  error.  From  the  error  factors  shown  in  the 
table  may  readily  be  deduced  the  proportions  i]i  which  colog  p^ 
derived  by  Hardy's  formula  should  be  combined  with  colog  /^^ 
derived  by  any  other  formula  so  as  to  ehminate  the  introduced 
error.  The  proportions  differ  according  to  the  value  of  c. 
but  for  practical  purposes  the  greater  portion  of  the  error  would 
be  eliminated  in  most  tables  bv  assuniin2"  loo- r=: -(J;^,!)  ur'Ol-. 
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Chtssi/ica/ioil     (if  Joninlh'    ^Jmir'nul  lln'   nihlr  nf    r   irJirrr    rfi,-'    /s    f/tc    rrro 

iti/ividi'i'il  l»j  (ijiph/iii'i  the  Joniiiila  to  ijnntiKitr  (,,.  +  /:?,•■')  =  o)h(ij)^.. 


AuUior 


l''iiniiuhi 


.).  A.  Higliiuu  17-tcnii  ... 

(;.  F.  llanlv  17-101111      ... 
Kanip  lU-lcrui    ... 
•J.  Spriiccriji'iuiiial^l-tcnu 
.1 .  Siioiu-cT  new  :il-UTiii... 
K'aniii    I'.'-lirui    iiiutlilicd 


.1  .Sii(_'iiciT(iri;^ili;il  'Jl-U'riii 
iiioditicil 


i«7: 

[of 
125 


\\2  bf-2Lory  \u,, 


I'.UKciu  F.\t  I'ou,  e 


l..-i,jc=-039   j  l()g,„r=-04 


[■51- 


iU,,  +  o((  (-1  — 2H+:i' 


625   ' 

~ 

'1 

350 

1-" 

II  +  "  i  1  ~ 

u 

.  1 

6 

\Zu,,-l<, 

..1 
■'1 

i-i.:,5ir 

6 

3«n  +  3h 

ii 

60U 

:4T6"" 

7 

2/',,  +  /'. 

1  ~ 

:i3H 

-'-•' 

-■()n(i;i<jG;j  '  --OUl  11384 

-■000r_'2'.t  -0004(378 

+ -0002123  '    I -00020  17 

-  0000165  --0005710 

-•oo<is726  :  --oooueoo 

i 

- -0000122  '  --O0<JO501 

I  -OOOi^Si;  I  H  ■lHuL:;7y 

-■00<il72S  -0002271) 


Tn  practice  a  2l-tcnii  loi'iuula,  or  even  a  19-tenii  formula, 
would  not  be  coinbiued  with  Hardy's  formula  iu  the  foregoing 
manner  ;  for  it  would  be  preferable  to  use  Mr.  ISpeiicer's  new 
2L-term  formula,  No.  G  in  the  above  Table,  which  is  almost 
fr(>e  from  error  in  graduating  colog  ^j.,.  for  any  usual  value  of  c. 
and  is  of  liigher  smoothing  power  than  any  such  combined 
formula  would  be  ;  or,  if  a  19-term  formula  were  desired.  No.  7. 
which  hitroduces  about  half  as  much  error  as  Hardv"s  and  is  of 
high  smoothing  power,  would  ])robabIy  be  found  cpute  as  satis- 
factory as  any  combined  formula. 

Smoothing  power  is  the  first  consideration  in  determining 
the  vakie  of  a  formula.  ^Ir.  King  states  that  in  the  case  of 
Hardy's  formula  the  error  introduced  in  the  graduation  of  colog  />,. 
is  not  of  practical  importance.  It  occurs  im^inly  at  the  advanced 
aiies.     It  will  be  noted  from  the  foregoing  Tabk>,  that  formula 
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No.  (^,  wliicli  also  involves  a,  second  difference  enoi-;  generally 
jntroduces  less  oiror  into  colog  p,  than  Hardy's— appioxiniately 
75  per-cfnt  when  1oi^t  =  -Uo9 — the  error  beini^-,  however,  in 
(he  opposite  direction.  In  co)upariso]i  with  Mr.  8pencer"s  new 
•Jl-terin  formula  the  error  varies  from  about  M  times  to  about 
U  times,  as  log  c  varies  from  -0:39  to  -Of,  but  as  tJie  error  hitro- 
duced  by  Mr.  Spencer's  new  formula  is  practically  nil  the  error 
introduced  by  formula  No.  8  is  not  ol'  great  importance.  The 
smoothing  power  of  formula)  Nos.  (J.  7  and  8  is  compared  in  the 
followijig  table  in  the  nuttinei'  adopted  by  Mr.  Spencer  {J. I. A.. 
vol.  xli,  p.  :390). 


No. 


I'uniuila 


600 


lit(,,—  U 


600 
336 


'6ii„  +  '6ii  I  1  -2?f 


{2?<i, +  ?<  +  !-»(+:.  I 


Fourth 

Sixth 

Rum  of 

Difference 

Third 

KiTor 

SiDll  ol 

DitJerences 

(.-Dettifient 
of 
(/' 

coefficient 
of 
d" 

coelticieiits 
■1  i-entral 

irrespective 

of  sign  of 

crjctlicients 

Smoothing 
Coefficient 

t^rnis 

entering 

(/.f' '  " 

dx''"'' 

into 
formula 

lO'SO 

■ll-lb 

•793 

•166 

1 
141 

7-'.K0 

18-0o 

■826 

•116 

1 
12(7 

1 

12'70 

35-81 

'756 

•107 

T'Tri 

The  coefficients  of  these  formidio  written  in  extenso  are  as 
follows  : 


No.  0. 
Xo.  7. 


()00 

1 
I 


f-  1, -  1,- 7, -8, - 0,6/27,  .jf, 81, 1U2, 1 10,  102  . . .) 
2,  -G,  -U,  -8,2.2::;,.J2,  80,  107,  1  16,  lo7  .  .  .) 


^0.8.     --f-l,_-}, -5, -:,, -1,7,  I8,::i,tl,of,58,04.  .  .) 

Froju  the  foregoing  it  would  appear  that  fornuila  No.  8  has 
greater  smoothing  power  than  any  other  published  formula  not 
involving  more  than  21  terms.*  It  might,  therefore,  not 
unreasonably  be  expected  to  give  rather  smoother  results  than 
fornuihi  No.  ('>.     To  test  thr  t'oiiiiula  it   wa>  ap]>liril  to  the  same 

*  K.vcelitioii  shoiilil,  lidwcvt-r,  lie  niadr  nf  tlic  ot-ncral  lonnulu— ni'  niaxiiiiuiii 
siiioutliiii-i:  ))uwer— given  in  J)r.  \V.  1'.  .-shciipanl's  jiiqjcr  uu  •' Grailuatiou  liy 
lU'ihictioii  of  Mean  Siiu.-ire  of   Krror  "    J.l.i..  vol.  .\li\.  p.  I.'jL'i.— Ki'S.  J. I. A. 
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' WA.v.  I. — Graduation  of  O'^'  Table  ^' Xcir'' tJahi.     J'nhtrs  nf  lO'A'v. 


X 

SpuiK'er's 
second 

•.'l-trnn 
I'ormula 

Spfiicci's 
original 
■_'l-teim 

nindiBc.l 

Nr\  8 

.r 
55 

10 

+  2 

-1        • 

1 

-3 

0 

fi 

2 

(1 

_  o 

7 

3 

-I 

(1 

8 

4 

-3 

-1 

9 

15 

+  1 

o 

GO 

(> 

0 

+  2 

1 

7 

+  1 

-1 

2 

8 

-1 

+  1 

3 

9 

+  2 

-1 

4 

20 

-1 

+  1 

05 

1 

0 

+  1 

6 

2 

-1 

-1 

7 

3 

+  3 

+  1 

8 

4 

-1 

+  1 

9 

25 

+  2 

+  1 

70 

0 

+  2 

+  2 

1 

7 

0 

-I 

2 

8 

_2 

0 

3 

n 

-1 

-1 

4 

30 

-1 

-1 

75 

1 

_2 

_  o 

0 

2 

_  2 

1) 

7 

3 

+  2 

-  1 

S 

4 

+  2 

+  4 

9 

35 

0 

0 

80 

6 

-^4 

0 

1 

7 

-2 

+  1 

2 

8 

0 

0 

3 

9 

-1 

-1 

4 

40 

_  2 

-1 

85 

1 

n 

-1 

ti 

2 

+  1 

+  2 

7 

3 

+  1 

0 

S 

4 

+  4 

+  4 

9 

4a 

+  3 

+  3 

90 

G 

+  3 

--^3 

1 

7 

+  1 

0 

2 

8 

+  1 

+  1 

3 

9 

_  2 

-2 

4 

50 

-4 

_2 

95 

1 

-3 

—  5 

(> 

2 
3 

-3 
0 

II 

7 
8 

4 

0 

+  3 

9 
Totals 

Totals 

(     +  35 
(     -3(i 

+  31 

-30 

S|iciicei's 
secoiul 

■Jl-teiiii 
lormula 

Spcticci's 
oii^innl 
-'l-tenii 
niodilleil 

No   S 

Spciii'Ci's  i-pii,\'in:il 
L'1-ti-nn  inoililied. 
GraiUiation  with 

11  ■  Terence  to 
coloj:?),,  OiU--.) 
as  siaiiflard^K- 

+   5 

+   4 

+   4 

+    6 

+    fi 

+    fi 

+    8 

+    5 

+    5 

+    () 

-1-    7 

+    8 

+    4 

+  t; 

+    3 

+    2 

(1 

^    3 

0 

_    2 

-    3 

-    (i 

-    4 

-    3 

_   2 

(1 

-   3 

_    2 

-    2 

+    2 

+    1 

+    5 

+    2 

+    7 

+    3 

+    4 

+    8 

+    4 

+    7 

+    8 

+    7 

+    4 

-I-    7 

+    2 

+    2 

+    3 

+  13 

+  14 

+    5 

+    7 

+    4 

+    4 

0 

+    4 

+    3 

■    +    (i 

+    2 

+    4 

+    8 

+  11 

+    0 

o 

-1-    -^ 

-    3 

+    2 

0 

-    1 

-1(1 

-    9 

-    1 

0 

0 

+    1 

+    5 

+    5 

+    4 

_   2 

-    1 

+    9 

+    9 

+    7 

+  12 

+    0 

+    7 

+    9 

+  15 

+  15 

+    0 

+  1(» 

+  10 

+    8 

+  c. 

+    7 

+    5 

+    5 

+    3 

-  4 

+    ti 

+    7 

+    4 

-    1 

-    1 

+    2 

—    8 

—   7 

-    4 

+    4 

+    2 

+    1 

-    3 

_   2 

-   8 

-    4 

-   4 

—    5 

-   8 

—   7 

-    8 

-   8 

-10 

-15 

-12 

-11 

-12 
-l!t 

-15 
-19 

-15 
-  10 

(     +148 

+  153 

+  150 

\     -    9(1 

-    98 

-    95 

*  The  values  of  q,.  below  a.sre  55  obtiiined  by  graduating  with  reference  to 
oolog^Jj.  of  the  OM'f"  Table  as  .staiitlavd  differ  from  the  values  first  olitained  hv 
application  of  formula  Xo.  8  at  four  agos  only,  namely,  50,  51,  52  and  54,  the 
value  by  reference  to  the  standard  being  greater  by  unity  in  the  hist  place  in 
each  case. 
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(lata  (0^^  ■  new  ""  cUita.  parlicipatniLj  assurances  lS(i.'> -93),  as 
used  by  Mr.  Spencer  (J././l.,  vol.  xli.  ]).  102  ct  seq.).  the  lesultiujj; 
value.s  of  10''A^q  being  slio"\vii  in  Tablo  I,  in  com]mri.son 
with  ]Mr.  Spencer's  graduation  ;  and  also  with  a  graduation 
bv  No.  8  with  reference  to  colog  p^.  of  the  O'^'^''^  Table  as 
standard.  -V  comparison  of  actual  and  expected  deaths  is 
siven  in  Table  II.  From  the  results  shown  in  Tables  I  and  II 
it  cannot  be  claimed  that  formula  No.  8  is  perceptibly  better 
for  the  graduation  of  colog  p,.  than  Mr.  Spencer's  second  21-term 
formula  ;  nor  do  the  results  with  reference  to  colog  p,,  of  the 
()Mt.-,)  "Pable  as  standard  show  any  material  improvement. 
All  three  graduations  must  l)o  considered  good.  Possibly  if 
one  more  figure  were  retained  in  the  function  to  be  graduated 
the  superior  smoothing  power  of  No.  8  would  be  shown.  In 
Tablo  111  are  given  the  "■corrections''  when  graduating  with 
reference  to  colog  pj,  of  the  0'^'^^>  Table  as  standard.  As  a 
matter  of  interest  these  have  been  carried  back  to  age  20,  and  the 
values  of  /3c*"  are  given  so  ns  to  facilitate  the  rnlculation  of 
the  ■■  corvections  "*  for  any  other  formula. 

Taiu.k  II. 
C)-^'  '■  AV'-'-"'  (l((!(i.      Cuiiipiiiisoii  of  ylr/iial  ami  Kypitlnl  JJro/hs. 


SpF.N(.n:R"s  Seiond 

-M-TKUM    l-OUMl'LA 

SfKNCKR's 

No 

1 

Or.ii.ixAi. 

lODlFIFD 

.  S 

wrr 

Xo.  8 

11    REKKRF.XCK  TO 

A^p-grm\\\ 

Aftiml 
Uftiths 

A.s  Standard 

Acfumu- 

Aceuimi- 

Accuiiiu- 

Ofvi.aUon 

l.ited 
deviation 

Di'vi.'ition  1 

latert 
deviation 

np\ 

iation        lated 

deviation  ; 

10-14 

8 

0 

0 

0 

0 

15-19 

01 

0 

0 

0 

0 

20-24 

74:? 

-    18 

-   l.s 

-    19 

-    19 

Same 

25-29 

2.303 

+    23 

+      •") 

+    30 

+    11 

as 

30-34 

4.352 

-   16 

-    11 

-   16 

—      5 

prt'cctrniL;'. 

35-39 

5,785 

+    33 

+    22 

+   34. 

+    29 

■40-14 

6,714 

-   94 

-   72 

-103 

-    74 

i     4o-4'.» 

6,712 

+    71 

-     1 

+    70 

+      2 

1     50-51 

6,715 

+    56 

+   55 

+    58 

+   60 

+ 

61          +    63 

1     55-59 

0,321 1 

-    76 

-    21 

-   82 

—   22 

- 

S2         -    19 

60-64 

5,252 

+      9 

-    12 

+    14 

-      8 

+ 

14         -      5     , 

I     65-69 

4,152 

-   10 

—    22 

-    14 

—    22 

- 

13         -    18 

',     70-74 

2,7  OS 

+    12 

-    1(» 

+    10 

-    12 

+ 

10        -      8 

75-79 

],3!t;) 

+      2 

—      8 

-      1 

-    13 

— 

1        -     9 

80-84 

.')( 19 

—     7 

-    15 

-     7 

-    20 

- 

7        -   16 

85-89 

97 

-t-    11 

-      4 

+    11 

_     9 

+ 

11-5 

90-94 

!     '" 

-     1 

—     5 

-      1 

-    10 

^ 

1        -     6 

+  217 

+    82 

+  233 

-102 

_^_ 

236         + 105     ' 

Totals 

53,906  * 

—  222 

-199 

-  243 

-214 

— 

242         - 184 
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Table  III. 

Vorredion?:  io  he  applied  to  colog p^  when  graduated  by  formula  iVo.  8, 
being  equal  to  fdc''  of  the  0^'^''^  Table,  multiplied  by  e  =  -  -0001728 
{see  Table  A). 


{lO)'e.0c^ 

(10/e.j8r' 

.(• 

3c^ 

written 
posiiively 

.7" 

/Sf'- 

written 
positively 

20 

0003842 

1 

70 
1 

0253279 

0277077 

44 
48 

2 

0303110 

52 

33 

0009133 

2 

3 

0331589 

57 

4 

0362774 

63 

'.               1 

\ 

75 

0396826 

69 

39 

0015653 

3 

6 

0434110 

75 

7 

0474898 

82 

8 

0519517 

90 

4.S 

0022418 

1 

9 

0568329 

98 

4 

0024524 

4 

80 

0621727 

107 

45 

0026829 

5 

1 

06.SU143 

118 

6 

0029319 

5 

2 

0744046 

129 

7 

0032107 

6 

3 

0813954 

141 

8 

0035124 

6 

4 

U890430 

154 

1) 

0038424 

7 

85 

0974=092 

168 

50 

0042034 

7 

6 

1065614 

184 

1 

0045983 

8 

7 

1165735 

201 

2 

0050304 

9 

8 

1275264 

220 

3 

0055030 

10 

9 

1395083 

241 

4 

00602(  Kl 

10 

90 

1526160 

264 

55 

0065857 

11 

1 

1669552 

288 

6 

00720U 

12 

2 

1826417 

316 

7 

007SS13 

14 

3 

1998021 

345 

8 

0086218 

15 

4 

2185748 

378 

9 

0094319 

16 

95 

2391113 

413 

60 

0103181 

18 

6 

2615773 

452 

1 

0112876 

20 

7 

2861541 

494 

2 

0123481 

21 

8 

3130401 

541 

.'i 

01350S3 

23 

9 

3424523 

592 

4 

0147775 

26 

100 

3746278 

647 

65 

01616.-)9 

28 

1 

4098265 

708 

6 

0176848 

31 

2 

4483323 

775 

7 

0193J64 

33 

3 

4904560 

847 

8 

0211641 

37 

4 

5365375 

927 

9 

0231526 

40 

105 

5869486 

1014 

VOL.  L. 


266  Obituary.  [Aphii.  1917. 

John    Victor   McLean,    Student    of    the   Institute,    JJeutenant. 
6th  Battalion  Royal  Berkshire  Regiment. 

Dlt^d  of  JFnunrln  17  July  191  ii. 

Frederick    John    Grant,    Student    of    the    Institute.    Private, 
20th  Battalion  Royal  Fusiliers. 

KilM  in  Jrfion  20  Jnh/  1910. 

Percivai.   James    Davis,    Probationer  of   the   Institute,   Private, 
2nd    Battalion  City  of  London  Regiment. 

Dif'tf  of  JFninuU  If)  Ortoher  19  IG. 

Stan[>ey     Octavius     Benjamin,     Associate     of     the     Institute, 
Boml)ardier,  Australian  Expeditionary  Force. 

Du'd  of  IFovwh  23  Norcrnhpv  191(). 

George   Eustace   Burrows,  Associate  of  tlie  Institute.  Private, 
Royal  Ai-my  Medical  Corps. 

K'iUpiI  in  A 'Hon  —  Ffhiimry  1917. 

Robert  John  Ledger,  Student  of  the  Institute,  2ud  Lieutenant, 
Royal  Sussex  Regiment. 

Died  on  Sn-ria:  11  March  1917. 

Austyn  James  Claude  Fyfe.  F.F.A.,  Associate  of  the  Institute, 
Lieutenant,  R.F.A. 

Killed  in  Action  25  March  1917. 
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Inflation  :   in  ivhat  sense  it  exists ;   Jioiv  far  it  can  he  controlled. 
B)j  Professor  H.  S.  Foxwell,  M.A.,  F.B.A. 

All  Address  delivered  to  the  Institute,  oti  26  March  1917.] 

Mr.  president  AXD  gentlemen,— I  wish  in  the  first 
place  to  say  that  I  regard  my  role  here  to-night  as  a  very 
modest  one.  I  came  here  by  invitation  of  your  President  on  the 
understanding  that  the  Institute  desired  to  discuss  questions  of 
inflation,  and  I  am  here  really  to  make  a  statement,  which  I  will 
try  to  make  as  methodically  as  possible,  the  object  of  which  is 
simply  to  open  a  discussion.  My  purpose,  then,  is  rather  to 
clear  the  issues  for  debate,  and  if  I  add  an  expression  of  my  own 
opinion  on  some  of  these  issues  it  may  serve  perhaps  to  present 
a  target  for  the  attacks  which  I  am  sure  will  follow,  and  thus 
to  set  the  ball  rolhng. 

There  is  no  doubt  that  considerable  anxiety  exists,  an 
anxiety  which  has  been  expressed  in  very  competent  quarters, 
upon  what  is  called  inflation.  I  may  refer,  for  instance,  to  a 
very  able  article  by  Mr.  Oswald  Falk  in  the  Nineteenth  Century 
for  July  1916,  in  which  he  not  obscurely  hints  that  the  inter- 
national position  of  London  itself  may  possibly  be  involved  if 
something  is  not  done  to  check  this  inflation.  Mr.  Hartley 
Withers  in  the  Economist  has  continually  returned  to  this  subject. 
Professor  Nicholson  has  introduced  it,  although  his  study  is  not 
completed  yet,  in  the  Economic  Journal  for  last  December.  We 
are  waiting  for  the  figures  upon  which  his  statement  is  based, 
and  consequently  I  cannot  now  deal  with  his  position.  I  might 
refer  also  to  the  references  which  have  appeared  from  time  to 

VOL.    L.  Y 


208  Injintion  :   in  wJiat  sense  it  e.ris/s  ;  [Oct. 

time  from  the  pen  of  the  distinguished  City  Editor  of  the  Morning 
Post,  who  several  times  has  drawn  our  attention  to  the  same 
point.  Again,  Mr.  Withers  says  in  The  Economist  :  "  We 
••' beheve  that  inflation  has  ah-eady  done  much  harm  by  raising 
"  discontent  in  the  comitry  and  increasing  the  cost  of  the  war, 
*'  owing  to  the  rise  of  prices  that  it  has  helped  to  cause,  and  that 
'•■  everything  should  be  done  to  check  it."  Well,  we  may  admit 
perhaps  that  the  rise  of  prices  is  to  be  deplored,  though  I  should 
like  to  point  out  what  is,  of  course,  very  obvious — that  the  rise 
of  prices  is  an  eftective  check  upon  consumption,  and  at  the  same 
time  a  very  valuable  stimulus  to  production,  and  not  only  to 
production,  but,  if  we  are  thinking  really  of  the  case  of  this 
coimtrv,  to  supply  from  other  countries.  In  fact,  there  is  a 
natural  harmony  about  the  rise  of  prices  when  the  rise  of  prices 
is  due  to  scarcity.  What  precisely  is  meant  when  it  is  suggested, 
as  Mr.  Withers  suggests,  that  this  rise  of  prices  is  partly  due  to 
inflation  I  do  not  laiow.  3Ir.  Withers  is  cautious  ;  he  says 
"  partly  "  due  to  inflation.  He  specifies  particularly  the  Treasury 
note  issue  and  the  advances  that  have  been  made  by  banks  in 
various  countries,  not  only  the  advances  made  by  State  banks, 
but  the  increase  in  bank  deposits  which  represent  advances  to 
the  pubhc,  in  any  case  practically  an  increase  of  what  we  regard 
in  this  country  as  currency — bankers'  money. 

I  think  it  will  be  convenient  before  going  fmlher  to  make  a 
more  or  less  formal  distinction  between  the  different  senses  in 
which  the  word  '"  inflation  "'  has  been  used.  I  make  no  apology 
for  introducing  what  some  people  would  call  an  academic  dis- 
cussion to  an  audience  of  this  kind.  First,  I  think  we  have  what 
may  be  called  legal  or  internal  depreciation,  depreciation  as 
Icnown  to  law  ;  that  is,  loss  of  parity  of  either  coins  or  notes  or 
other  legal  tender  currency  in  comparison  with  the  standard 
unit,  the  standard  unit  in  this  country  being  the  gold  sovereign, 
not  bar  gold.  If  there  were  an  inflation  and  a  consequent 
depi'eciation  arising  from  this  cause,  it  would  be  measured  at 
once  by  the  depreciation  of  that  element  of  currency  in  terms  of 
the  standard  miit.  Supposing,  for  instance,  that  element  were 
Treasury  notes,  we  should  find  them  at  a  discoimt  in  terms  of  the 
sovereign.  Further,  it  might,  if  it  went  far  enough,  result  in 
what  WiUiam  Cobbett  used  to  call  two  prices  :  we  should  have  a 
double  price  quotation  for  everything — a  gold  price,  and  a 
currency  price  representing  this  particular  element  of  the 
currency  which  was  inflated  and  depreciated.     I  am  not  aware 
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that  there  has  been  any  depreciation  of  this  land  in  Gieat  Britain. 
I  have  been  on  the  lookout  for  it  incessantly,  but  I  have  not  come 
across  even  an  isolated  case,  although  it  is  difficult  to  prove 
negatives,  and  possibly  it  is  conceivable  that  somebody  may 
have  offered  a  premium  on  the  sovereign.  I  cannot  speak  so 
positively  for  France  ;  I  have  been  told  that  in  France  there  is 
a  premium  on  gold,  but  I  do  not  think  there  is  any  quotation. 
That  may  again  be  owing  to  an  act  of  State.  We  do  not  know 
how  far  the  markets  are  free.  In  Germany  we  Icnow  there 
cannot  be  two  prices.  Germany  enacted  a  law  on  the  23rd 
November  1914  which  exactly  corresponds  to  our  Lord  Stanhope's 
Act.  which  was  passed  during  the  Napoleonic  Wars  in  1811,  an 
Act  which  malces  it  penal  to  buy  or  sell  gold  coin  at  a  higher  price 
than  its  face  value.  That  law  was  passed  to  put  a  stop  to  a 
bidhon  agitation  promoted  by  Lord  King,  who  had  ordered  his 
tenants  to  pay  him  either  in  gold  or  paper  of  the  value  of  the 
gold.  The  Act  was  absolutely  effective.  We  do  not  know  that 
two  prices  ever  existed  after  the  passing  of  Lord  Stanhope's  Act. 
The  Americans  tried  a  gold  Act  of  the  same  kind  in  1864,  and 
were  absohrtely  urrsuccessiul.  the  only  result  being  that  their 
paper  at  once  jumped  40  points  higher  discount.  Lord  Stanhope's 
Act  was  effective,  and  the  German  Act  apparently  is  effective. 
We  frrrd  no  quotations  of  gold  iir  Germany,  and  we  do  rrot  find 
clorrble  prices  ;   prices  there  are  presumably  paper  prices. 

Now  perhaps  I  may  leave  that  point,  because  we  are  mairrlv 
interested  in  our  own  currency.  Let  me  pass  to  a  second  sense 
in  which  a  currency  nray  be  said  to  be  depreciated.  It  may  be 
depreciated  in  an  external  sense  as  a  whole.  It  may  lose  its 
parity  in  terms  of  some  foreign  curreircy.  In  that  case  this 
internatiorral  depreciatiorr  would  be  slro^^-rr  by  the  excharrge  rate, 
but  for  my  pai-t  I  do  not  admit  that  the  exchange  rate  is  a  proof 
of  the  depreciation  of  the  currency.  I  do  rrot  think  it  holds, 
vice  versa,  that  we  can  irrfer  depreciation  of  currency  from  the 
excharrge  rate.  For  instance,  the  American  exchange  was 
depreciated  in  the  most  extraordinary  manner  irr  the  first  week 
of  August  1914.  I  was  told  that  exchange  oir  Londorr  was 
absolutely  sold  at  7  dollars  instead  of  4-86  dollars.  Nobody 
ever  suggested  that  that  argued  a  depreciation  of  the  Arrrericarr 
currency  in  that  ratio.  There  certainly  was  rro  infiatiorr  cf  the 
American  currerrcy.  At  any  rate,  nobody  I  suppose  imagines 
that  the  American  cirrrerrcy  was  irr  any  way  depreciated.  The 
high  excharrge  rate  arose   from  circumstarrces  mainly  acciderrtal 
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— the  refusal  on  our  pait  of  accommodation  which  we  had  been 
usually  ready  to  extend  to  America  at  that  time  ;  and  many 
other  cases  of  the  same  sort  might  be  taken.  I  could  never  agree 
with  the  Bullion  Report  of  1810  in  holding  that  the  premium  on 
exchange  was  a  necessary  proof  of  the  depreciation  of  our  currency 
and  it  is  worth  observing  that  most  of  the  very  eminent  Cambists 
who  gave  evidence  before  that  Bullion  Committee  were  opposed 
to  the  Report  of  the  Committee  on  that  point.  They  were, 
perhaps,  in  the  best  position  to  know  what  accidental  circum- 
stances will  sometimes  disturb  the  exchange,  and  they  held  that 
it  could  not  be  taken  as  proof  of  the  depreciation  of  our  note  at 
that  time. 

It  is  worth  while,  however,  to  see  what  the  rates  are  at  the 
present  time.  I  will  divide  the  exchanges  into  three  groups  : 
first,  the  more  important  Neutral  exchanges,  secondly  the 
exchanges  with  our  chief  Allies,  and  thirdly  the  Scandinavian 
exchange.  The  most  important  Neutral  exchange  is  the  United 
States,  and  we  know  that  that  exchange  dropped  rather  unfortu- 
nately in  September  1915,  but  for  the  last  fifteen  months  or  so  it 
has  remained  remarkably  steady  at  4-76|  instead  of  4-866,  a 
discomit  of  a  little  more  than  2  per-cent.  It  is  difficult  to  Imow 
for  certain  whether  it  is  a  discount  at  all,  because  we  do  not  Imow 
what  the  gold  point  is.  We  do  know  that  owing  to  the  freights 
and  the  insurance  rate  the  range  of  the  gold  points  has  been  very 
greatly  widened  during  the  war.  I  have  tried  many  times  to 
get  a  statement  in  regard  to  the  actual  gold  point,  but  it  is  not 
forthcoming.  Perhaps  there  is  no  very  definite  market.  But 
I  am  told  that  practically  the  2  per-cent  does  not  represent  much 
more  than  the  distance  between  the  gold  point  and  the  par  ;  at 
any  rate,  it  is  a  fairly  steady  exchange.  With  Amsterdam, 
another  important  exchange,  at  the  present  moment  the  position 
is  fairly  favourable,  2|  per-cent  discount.  I  do  not  lay  much 
stress  upon  the  discount  on  the  Amsterdam  exchange,  because 
it  is  conceivable  that  there  are  objections  to  setthng  that 
exchange  by  the  export  of  gold,  as  Amsterdam  is  dangerously 
near  to  the  Enemy  ;  so  that  even  if  it  were  a  discount  of  1(» 
per-cent  I  do  not  think  that  w^ould  prove  any  depreciation  iu 
our  currency.  It  might  be  interesting  as  a  sign  that  we  were 
restricting  the  export  of  gold  to  Holland  and  nothing  more. 
When  we  come  to  South  American  countries  there  is  a  rather 
unpleasant  discount  in  those  exchanges.  Roughly,  averaging 
the  countries,  the  discount  is  about  7|  per-cent.     With  Spain  the 


1917.]  hull-  far  it  can  be  co)tf rolled.  271 

discount  is  nearly  IH  per-cent,  and  with  Switzerland  nearly 
5  per-cent.  The  Spanish  and  the  Swiss  exchanges  are,  perhaps, 
not  very  important  to  us,  but  the  South  American  is  more 
important.  It  may  be  held,  of  course,  that  the  freight  and 
insurance  are  extremely  high  on  the  South  American  exchange, 
and  that  that  explains  the  slump,  as  it  were,  in  the  rate. 

When  we  come  to  our  Allies  our  position  is  most  favourable. 
However  depreciated  our  own  currency  is,  it  is  clear  that  if  the 
rate  of  exchange  is  a  test  their  currencies  are  in  a  worse  position. 
The  exchange  on  Paris  is  10  per-cent  premium,  Petrograd  76| 
per-cent,  and  Italy  nearly  48  per-cent.  I  do  not  want  to  insist 
upon  that  position.  Then  when  we  come  to  Scandinavia  we  find 
that  all  the  Scandinavian  exchanges,  taking  them  as  a  whole, 
are  7i  per-cent  against  us,  but  that  is  very  easily  explained. 
Scandinavia,  at  the  present  moment,  is  not  on  a  gold  basis  ;  it 
is  true  she  is  using  gold,  but  she  has  appreciated  gold  deliberately 
and  7|  discount  there  largely  represents  the  extent  to  which 
gold  in  Scandinavia  is  appreciated  beyond  the  value  which  it  has 
in  other  parts  of  the  world.  They  have  done  that  after  dehberate 
reflection,  with  a  view  to  stopping  the  rise  of  prices  in  their  own 
countries  ;  because  they  conceive  that  after  the  war  there  will 
be  a  fall  of  price,  and  they  want  to  cut  off  the  upper  peak  of  the 
movement,  to  stop  the  rise  and  so  to  lessen  the  distance  from  which 
they  can  see  there  will  be  a  fall  afterwards.  It  may  be  good 
pohcy.  Of  course  there  are  a  great  many  comphcated  reactions 
in  the  operation  of  exchange  rates,  and  it  must  be  rather  difficult 
to  sum  up  the  net  result  of  this  exchange  pohcy  on  the  whole. 
However  that  may  be,  it  is  obvious  that  is  a  remedy  we  never 
could  apply  here.  We  do  not  wish  to  keep  gold  out  of  the 
coimtry — far  from  it.  We  have  to  make  such  enormous  pay- 
ments to  New  York,  to  say  nothing  of  any  other  centre,  that  we 
want  all  the  gold  we  can  get.  We  cannot  make  a  formal  and 
deliberate  appreciation  of  gold  here  as  compared  with  other 
coimtries.  As  to  the  German  exchange,  about  the  only  test  of 
it — the  most  important  test — ^is  the  New  York  exchange,  a  dis- 
count of  30-7  per-cent  as  compared  with  oui  2  per-cent  on  New 
York.  But  it  must  be  observed  in  regard  to  all  this  matter  of 
the  exchanges  that  the  exchanges  are  not  working  freely  ;  first 
because  trade  itself  is  restricted,  both  exports  and  imports,  and 
secondly  because  the  ordinary  arrangement  by  which  the  balance 
of  trade  is  adjusted  by  gold  movement  is  almost  completely 
paralyzed  by  the  action  of  the  belhgerent  Governments.     Gold 
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cannot  move  freely.  Mr.  AVithers  very  wittily  put  it  some  time 
ago  :  "  It  has  been  said  that  the  world  is  now  divided  into  two 
'■  classes  oi  countries :  those  which  refuse  to  receive  gold  and  those 
'  •  which  refuse  to  part  with  it ." "  I  think  it  is  clear  from  the  rates  of 
exchange  that  even  Great  Britain  does  not  go  out  of  its  way  to 
facilitate  the  export  of  gold.  I  will  leave  it  at  that.  I  do  not 
admit  with  Professor  Cassel.  who  has  written  a  couple  of  articles 
in  the  Economic  Journal  on  this  point,  that  we  can  argue  from 
discount  on  exchange  that  the  currency  of  the  country  whose 
foreign  exchange  is  at  a  discount  is  depreciated.  Present 
circumstances  are  too  exceptional  for  us  to  draw  any  inference 
01  that  kind.     It  might  possibly  be  drawn  in  peace  time. 

Now  I  come  to  what  I  think  is  probably  at  the  bottom  of 
people's  minds  when  they  speak  of  inflation.  They  are  not 
thinking  so  much  of  the  parity  between  our  currency  and  some 
other,  or  the  parity  between  one  element  in  our  currency  and  our 
standard.  They  are  really  thinking  of  the  rise  of  prices.  It  is 
that  in  their  minds  that  argues  inflation  ;  at  any  rate,  it  is  the 
rise  of  prices  that  they  wish  to  correct.  This,  of  course,  is 
entirely  to  change  the  point  of  view.  Here  we  are  considering, 
not  the  depreciation  of  something  in  terms  of  gold,  but  the 
depreciation  of  gold  itself  ;  and  that  is  extremely  important, 
because  it  is  clear  that  the  depreciation  of  gold  itself  is  not  a  local 
question,  but  a  world-wide  question  ;  it  is  not  a  cjuestion  that  we 
can  control  here,  even  if  we  wish  to.  Gold  is  depreciated  nearly 
as  much  in  the  United  States  as  it  is  in  Great  Britain.  It  would 
be  quite  as  much  if  trade  were  absolutely  free  between  Great 
Britain  and  the  United  States.  I  have  been  unable  to  get  a 
formal  index  number  from  the  United  States,  although  I  ordered 
it  more  than  five  months  ago.  As  far  as  I  can  judge  from  isolated 
quotations  and  remarks,  the  level  of  prices  in  the  United  States 
is  about  as  high  as  here.  Two  days  ago  I  had  a  letter  fr'om  Dr. 
Irving  Fisher,  who  is  the  greatest  authority  on  this  point,  and 
according  to  a  chart  which  he  sent  me  I  make  out  that  prices  in 
the  United  States  have  risen  60  per-cent  since  the  war  began. 
It  must  be  remembered  that  they  were  very  much  higher  than 
our  prices  before  the  war — I  cannot  say  how  much  at  the  moment, 
as  we  have  no  measure  of  the  difierence — ^but  everyone  knows  that 
prices  in  the  United  States  were,  on  the  whole,  much  higher  than 
our  prices.  Therefore  a  60  per-cent  rise  would  probably  bring 
them  somewhere  near  the  level  of  our  prices  now,  which  have 
risen  100  per-cent.     There  is  probably  no  important  difference 
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between  the  average  levels  in  the  two  countries.  We  have  no 
doubt  what  the  rise  has  been  in  this  country.  We  have  accurate 
index  numbers,  more  particularly  the  number  established  by 
Mr.  Sowerby  and  pubhshed  by  the  Statist  new^spaper,  which  I 
think  would  be  correct  within  a  hmit  of  error  of  about  5  per-cent. 
According  to  that  number,  prices  have  exactly  doubled  since  war 
broke  out.  I  ought  to  say,  however,  that  when  the  war  broke 
out  in  July  prices  were  rather  low^er  than  they  had  been  ;  they 
had  fallen  from  85  in  the  previous  three  years  to  81,  and  in  the 
opinion  of  many  persons  we  were  on  the  eve  of  a  crisis,  or  a 
depression  at  any  rate,  of  trade — one  of  the  ordinary  periodic 
depressions  of  trade — there  being  a  general  depreciation  not 
only  in  the  prices  of  commodities  but  in  the  prices  of  securities. 
Possibly  in  the  case  of  securities  the  w^ar  was  casting  its  shadows 
before,  to  some  extent.  There  had  been  a  drop  in  prices  in  any 
case,  so  that  it  is  perhaps  hardly  fair  to  take  that  hue  as  a  base 
when  W'C  are  calculating  the  rise  due  to  the  war.  It  would  make 
a  difference  of  some  4  points.  But,  broadly  speaking,  prices 
have  not  risen  more  in  this  country  than  in  other  countries, 
certainlv  other  European  and  western  countries.  I  have  been 
trying  to  make  out  accm-ate  figures,  but  they  have  no  index 
numbers  in  most  countries,  and  one  can  only  judge  from  estimates 
made  from  time  to  time  ;  but  it  is  quite  clear  that  prices  are 
higher  in  Germany,  that  they  are  about  half  as  high  again  in 
Austria,  and  about  three  times  as  high  in  Hungary.  The  prices 
there  arc  prodigious,  according  to  the  only  returns  I  have  been 
able  to  see.  In  the  case  of  meat  the  prices  are  seven  times  as 
high  as  they  were  before  the  war.  I  do  not  laiow  very  accurately 
what  the  prices  are  in  Scandinavia  ;  they  have  been  deliberately 
lowered  now.  Complaints  come  from  all  comitries  of  the  rise  of 
prices.  It  must  be  so,  because  it  is  gold  itself  that  has  depre- 
ciated, and  as  all  these  countries  are  on  a  gold  basis,  or  else  on 
the  basis  of  currency  which  is  at  a  discomit  on  gold,  prices  in  all 
countries  will  be  similarly  affected,  though  in  different  degrees. 

It  may  be  asked  w'hat  would  have  been  the  course  of  prices 
but  for  the  war  ?  Prices  have  been  rising  on  the  average  ever 
since  1896,  at  about  the  rate  of  2  per-cent  per  annum.  That 
lise  is  explained  by  the  large  increase  in  the  gold  supplies  ;  but 
I  do  not  suppose  that  the  gold  supplies  alone  would  account  for 
much  more  than  a  2  per-cent  rise  on  the  average.  Perhaps  I 
ought  to  say  a  w'ord  here  about  the  theory  of  prices.  Price  is  a 
function  of  tw^o  variables  :  it  varies  directly  in  proportion  to  the 
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supply  of  money  of  all  kinds  and  inversely  in  proportion  to  the 
quantity  of  goods  or  transactions  requiring  to  be  handled  by 
money.  The  more  you  increase  the  quantity  of  goods  handled 
by  money,  money  remaining  the  same,  the  more  prices  fall ; 
the  more  you  increase  money,  the  goods  remaining  the  same,  the 
more  prices  rise.  The  general  relation  admits  of  simple  statement, 
although  in  working  it  out  we  are  often  faced  with  considerable 
detail.  For  instance,  what  is  money  ?  '  You  have  to  take  account 
of  bank  deposits,  cheques,  and  the  various  forms  of  purchasing 
power,  and  that  is  not  a  particularly  simple  thing.  But  in 
principle  nothing  can  be  clearer  or  plainer.  Dr.  Johnson  put  it 
very  well.  He  was  told  that  in  the  Island  of  Skye  20  eggs  might 
be  bought  for  a  penny,  whereupon  he  observed  :  "  Sir,  I  do  not 
"  gather  from  this  that  eggs  are  plenty  in  your  miserable  island, 
''  but  that  pence  are  few." 

To  what,  then,  is  due  this  rise  of  prices  that  has  undoubtedly 
taken  place  since  the  war  ?  In  the  first  place,  to  the  large 
production  of  gold  which  is  the  basis  of  all  our  credit,  but  mainly 
to  the  enormous  increase  of  purchasing  power  which  has  been 
created  by  the  various  belHgerent  Governments,  quite  apart 
from  the  form  which  that  purchasing  power  has  talcen.  Our 
own  expenditure  is  about  £6.000,000  a  day,  and  I  think  the  total 
expenditure  may  be  estimated  at  about  £20,000,000  a  day  for  all 
belligerents  ;  at  any  rate  it  is  an  enormous  sum.  In  our  case 
the  additional  expenditure  of  Government  is  more  than  as  large 
as  the  total  expenditure  of  the  nation  in  peace  time.  No  one 
proposes  to  restrict  that  expenditure  of  Government,  I  suppose. 
The  various  belligerent  Governments  are  struggling  to  obtain 
the  mihtary  material  and  other  necessaries  for  carrying  on  the 
war,  and  it  would  be  absurd  to  attempt  to  restrict  their  power  of 
obtaining  that  material.  I  do  not  think  it  makes  very  much 
difference  by  what  precise  machinery  they  exercise  that  power. 
For  instance,  if  the  belligerent  Governments  were  able  to  buy 
merely  in  exchange  for  their  own  scrip,  their  own  credit,  without 
using  currency  at  all,  I  do  not  think  we  should  have  a  much 
smaller  rise  of  prices.  They  would  be  still  in  the  market  for  the 
same  amount,  and  would  be  competing  with  the  same  intensity. 
Is  there  any  reason  for  supposing,  therefore,  that  the  level  of 
prices  would  be  much  lower  ?  My  own  belief  is  that  there  is  not. 
The  level  of  prices  is  really  the  result  of  the  enormous  expenditure 
of  the  Governments,  and  as  long  as  that  expenditure  is  main- 
tained and  exerted  the  level  of  price  will  roughly  be  maintained. 
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But  I  do  think  it  makes  some  difference  by  what  machinery 
the  pm'chases  aie  made.  In  the  act  of  purchase  the  effect  will 
be  the  same,  but  if  3"0u  make  the  purchase  by  means  of  an  increase 
of  cm'rency  you  leave  behind  after  the  purchase  the  purchasing 
power  you  have  created,  and  I  think  that  constitutes  a  real 
difference  in  the  position.  You  are  left  with  a  large  mass  of 
purchasing  power  in  the  hands  of  the  general  pubhc  which 
would  not  have  been  in  their  hands  in  that  form  but  for  the 
particular  way  in  which  the  Government  made  its  purchases. 
It  would  be  better,  for  instance,  as  far  as  that  is  concerned,  if  the 
Government  could  make  all  its  purchases  by  forced  loans  without 
using  currency  at  all.  By  what  means  have  the  purchases  been 
actually  made  ?  They  have  been  made,  in  the  first  place,  talcing 
the  world  broadly,  by  enormously  increased  issues  of  notes. 
The  French  note  issue  was  trebled  and  the  Russian  note  issue 
increased  four  times.  Our  own  note  issue  has  only  increased 
slightly,  and  the  issue  of  bank  notes  hardly  at  all.  The  new 
currency  note  issue  has  altogether  reached  the  amount  of  more 
than  £140,000,000  ;  but  against  that  must  be  set  the  value  of 
the  gold  whose  place  has  been  taken  by  the  currency  note,  most 
of  which  gold  has  been  exported  to  the  United  States.  I  think 
it  will  be  found  that  the  excess  issue  of  currency  notes  over  the 
gold  displaced  by  the  currency  notes  is,  after  all,  a  very  small 
matter,  not  in  any  way  comparable  with  the  rise  of  prices,  nor  an 
increase  that  would  have  contributed  very  much  to  that  rise  of 
prices.  Then  in  certain  countries  enormous  advances  have 
been  made  by  the  State  banks.  The  Bank  of  France  advanced 
£400,000,000  to  the  Government,  most  of  it  gratuitously  and 
none  of  it  at  more  than  1  per  cent.  It  behaved  in  the  way  it 
always  does  behave  in  times  of  crisis,  admirably.  The  State  is 
under  very  great  obligation  to  that  bank,  so  much  so  that 
meetings  have  been  held  in  France  of  merchants  and  fuianciers 
calling  on  the  Government  to  extend  the  bank  monopoly  for  30 
years  without  asking  for  any  concessions  from  the  bank.  The 
extension  of  the  monopoly  is  usually  made  an  occasion  for  asking 
for  concessions,  but  on  this  occasion  the  feeling  is  that  the  State 
owes  so  much  to  the  Bank  of  France  that  the  bank  has  earned 
its  monopoly  for  another  30  years  without  further  consideration. 

Then  in  all  countries  there  has  been  a  very  great  increase  of 
divisional  money,  silver  and  other  forms  of  small  change.  Per- 
haps that  does  not  count  for  very  much,  but  I  think  it  has  some 
effect.     In  this  countrv  in  normal  times  the  circulation  of  silver 
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is  about  oue-foiiitli  in  value  of  the  circulation  of  gold,  so  that  it 
really  is  a  considerable  element  in  our  price  basis.  What  is  most 
important  for  this  country — ^but  not  so  impoiiant  I  think  for 
many  others — is  the  increase  in  bank  deposits.  We  are  accus- 
tomed to  consider  the  di'af  fc  upon  a  bank  as  the  very  best  for-m  of 
money,  cash  in  the  highest  sense  of  the  word,  especially  if  that 
bank  happens  to  be  the  Bank  of  England.  A  draft  on  the  Bank 
of  England  would  be  considered  cash,  perhaps,  in  any  part  of 
the  civihzed  world.  In  this  country  we  make  a  very  large  use  of 
Bank  of  England  advances  when  we  are  in  difficulties  for  want  of 
currency.  I  have  found  very  great  difficulty  in  estimating  what 
has  been  the  precise  increase  of  bank  deposits  in  this  country. 
Oiu'  banking  returns  are  always  miserably  inadequate  and 
unwor-thy  of  the  country  ;  but  during  the  war,  ever  since  the 
large  loan  of  1915,  they  have  been  suspended  altogether,  so  that 
we  only  have  the  annual  account  made  up  for  a  particular  day, 
and  everyone  knows  what  that  means  as  a  basis  for  an  estimate. 
We  have,  in  fact,  no  basis  at  all.  I  think  it  is  a  matter  to  be 
very  much  deplored.  You  will  remember  what  was  said  about 
Austria  when  the  Austrian  Bank  suspended  its  returns.  I  am 
sorry  that  we  should  have  in  any  degTce  followed  an  example  of 
that  kind,  because  I  think  myself  there  was  no  reason  whatever 
for  it.  I  cannot  see  that  the  banks  have  anything  to  be  ashamed 
of.  It  is  a  sort  of  morbid  timidity  that  seems  to  cause  the  with- 
holding of  these  returns  without  which  there  can  be  no  proper 
basis  for  scientific  action.  However,  as  far  as  I  can  make  out, 
the  bank  deposits  have  not  increased  more  than  some  £250,000,000 
during  the  war,  to  which  may  be  added  about  £120,000,000  for 
the  Bank  of  England,  or  under  £400,000,000  altogether  for  the 
whole  banking  system. 

Compare  that  with  the  total  of  deposits  before  the  war  of 
something  hke  £1,200,000,000.  There  is  a  33  per-cent  increase 
of  bank  deposits,  and  that  is  the  most  serious  figure  relating  to 
inflation  that  can  be  found  in  our  accounts — ^the  expansion  of 
bank  deposits  by  something  hke  33  per-cent.  But  that  will  not 
account  for  100  per-cent  rise  in  prices,  nor  is  it  an}-thing  hke  so 
large  as  the  correlative  forms  of  expansion  in  other  countries, 
the  expansion  of  notes  and  State  bank  advances  and  so  forth. 
The  State  bank  advances  have  been  very  small  here  as  far  as  one 
Imows.  I  do  not  know  what  the  advances  may  be  at  any  given 
time,  but  supposing  them  to  be  £70,000,000  or  £80.000,000,  we 
have  no  figure  that  can  be  classed  as  a  figure  of  expansion  here  that 


1917.]  Iwic  fur  it  can  be  cunlrulled.  277 

at  all  corresponds  to  the  great  movement  of  prices.  It  must  be 
observed  that  in  some  foreign  countries  they  have  been  increasing 
the  use  of  cheques,  and  that  has  been  another  cause  of  rise  of 
prices.  In  France,  Russia  and  Germany  the  greatest  efiorts 
have  been  made  to  extend  the  use  of  the  cheque,  and  that  has 
had  just  the  same  effect  as  the  expansion  of  the  note  issue. 
Generally  speaking,  I  am  incHned  to  think  there  has  been  an 
economy  in  the  use  of  metallic  money  and  in  the  use  of  notes 
all  over  the  world — that  there  has  been  a  more  rapid  circulation 
of  money.  During  the  Napoleonic  wars  it  was  proved  that  the 
rapidity  of  circulation  of  the  bank  note  doubled  duiing  some  ten 
years.  I  admit  the  case  is  not  c[uite  parallel.  The  fact  was 
that  we  were  just  beginning  to  understand  banking  economy  at 
that  time  ;  our  clearing  house  had  been  estabhshed  only  twenty 
years  before,  and  we  had  just  begmi  new  experiments  in  the 
machinery  of  cheque  banldng,  and  it  is  possible,  therefore,  that 
the  increased  velocity  was  not  due  to  the  war  but  to  the  natural 
development  of  our  banking  system.  But  I  am  inchned  to  think 
that  the  pressure  caused  by  war  does  make  the  sixpence  a  httle 
more  nimble  than  it  otherwise  would  be.  Then  there  is  the 
question  of  the  emptying  of  hoards.  Large  amounts  have  been 
brought  from  hoards  in  France  and  in  Germany.  I  do  not  know 
if  we  shall  get  any  in  India  from  the  new  Indian  Loan,  from  the 
great  hoards  there,  or  through  ornaments  being  melted  down. 
This  has  been  an  addition  to  the  amount  of  gold  available  for 
currency,  and  just  as  important,  in  its  efEect  on  prices,  as  if  new 
gold  had  come  from  the  mines.  These  are  the  general  causes, 
on  the  money  side,  of  the  rise  of  prices. 

Passing  to  the  side  of  commodities,  there  has  been  a  shortage 
in  productive  power  tending  so  far  to  make  commodities  scarce, 
but  of  course  this  has  been  compensated  very  largely  by  increased 
elfort  and  by  women's  labour,  and  by  the  labour  of  other  persons 
not  usually  employed  in  normal  times.  I  am  bomid  to  say  there 
has  been  in  this  country  a  great  margin  for  an  increase  in  pro- 
ductivity. When  you  hear  that  women  coming  fresh  to  an 
industry  were  able  to  tinn  out  five  times  the  previous  output  of 
a  skilled  workman,  it  is  impossible  not  to  feel  that  we  were 
working  well  within  our  power  when  the  war  broke  out.  I 
would  also  refer  to  the  decrease  of  available  tonnage,  and  the  rise 
of  freights.  High  freight  rates  do  not,  strictly  speaking,  I  think, 
restrict  the  supply  of  commodities  generally,  but  they  may 
restrict  it  localh'.     They  may  prevent  us,  for  instance,  from 
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bringing  goods  from  the  United  States  which  we  might  other\\-ise 
have  had,  and  they  may  bring  about  a  local  scarcity  here  and 
therefore  cause  local  high  prices.  There  has  been  a  certain 
failure  in  the  harvest,  partly  due  to  the  shortage  of  fertihseis. 
Those,  I  think,  are  the  principal  causes  on  the  side  of  commodities. 

Then  there  are  certain  matters  connected  with  dealing  and 
distribution  which  have  tended  to  raise  prices.  There  has  been 
too  much  of  the  amateur  in  the  market.  He  generally  pays  very 
dear  for  his  operations.  Military  purchases,  for  instance,  have 
not  been  of  the  most  economical  type.  On  the  other  hand, 
there  has  been  a  certain  tendency  on  the  part  of  the  expert  to 
hold  up  goods  and  to  exact  the  full  advantage  of  his  position 
and  his  Imowledge,  and  there  has  also  been  a  certain  amount  of 
hoarding  by  consumers.  These  are  small  matters,  and  not  so 
important  as  the  others  I  have  noticed. 

I  ought,  perhaps,  to  say  a  word  about  the  question  of  bank 
deposits  in  addition  to  what  I  have  already  said.  I  said  that  the 
way  in  which  Government  borrowed  did  make  some  difference, 
and  it  was  advisable,  as  far  as  possible,  to  avoid  borrowing  by  the 
creation  of  currency.  We  have  done  very  little  to  create  currency 
in  this  country  in  the  shape  of  notes,  practically  nothing  if  you 
make  allowance  for  the  substitution  of  notes  for  sovereigns  ;  but 
we  have  done  a  great  deal — say  to  the  amount  of  £400,000,000 — 
to  create  bank  currency  by  bank  advances.  The  question  is 
whether  that  could  in  any  way  be  avoided,  and  I  am  inclined  to 
think  that  it  can  be  avoided,  that  it  is  veiy  largely  connected 
with  the  issue  of  big  loans.  These  big  loans  require  large  opera- 
tions to  finance  them.  We  talk  about  raising  a  loan  of 
£L000,000,000,  but  it  is  quite  certain  that  there  does  not  exist 
in  the  country  at  any  one  time  even  £400,000,000  of  spare  cash, 
and  it  is  an  impossibility  to  raise  a  loan  of  £1,000,000,000  in  the 
strict  sense  of  the  word.  What  we  do  is  to  finance  it  by  bank 
advances.  Every  big  loan  means  a  large  expansion  of  bank 
deposits.  We  cannot  tell  how  much  because  we  cannot  get 
the  returns,  but  we  know  very  well  there  must  be  that  expan- 
sion, because  we  know  there  is  no  spare  money  in  the  country  to 
the  extent  of  anything  like  the  sum  raised  by  a  big  loan.  No 
country  in  the  world  could  raise  a  loan,  I  think,  of  £500,000,000 
without  recourse  to  some  method  of  financing,  and  that 
method  of  financing  practically  creates  currency.  It  is  for  that 
reason  that  I  confess  myself  entirely  a  partisan  of  ^Mr.  Drummond 
Fraser,  the  apostle  of  continuous  borrowing  in  this  country,  who 
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argues  that  the  proper  way  to  borrow  is  to  take  up  money  when 
the  public  have  it  to  spare  by  always  being  open  to 
receive  loans,  to  receive  the  spare  cash  as  it  comes  into  the 
current  accounts.  That  is  practically  what  we  were  doing  all 
through  1916.  I  admit  that  there  were  reasons  for  one  large 
regularising  loan.  ^Ye  had  got  into  difficulties  with  previous 
loans  and  previous  rights  conveyed  by  those  loans,  and  it  was 
desirable  to  unify  the  pubhc  credit  on  a  single  basis  as  far  as 
possible,  creating  a  large  marketable  stock  on  sound  principles. 
That  was  admirably  done  by  the  recent  loan.  It  is  Hkely  to  be 
what  Consols  used  to  be,  a  fine  banking  security  in  the  future, 
or  at  least  I  hope  so,  and  I  was  very  glad  to  see  that  it  was  so 
admirably  insured  by  the  large  contributions  made  first  by  War 
Saving  Certificates  and  secondly  by  the  Pnidential  Insm'ance 
(  ompany  and  other  bodies  of  that  paiticular  type.  It  seemed 
to  me  a  very  important  point,  a  bull  point  for  the  new  stock. 
In  the  futui'e  and  in  general  it  seems  to  me  that  Government  can 
raise  the  money  it  requires  with  a  minimum  of  disturbance  and 
with  a  minimum  of  inflation  if  it  will  avoid  placing  these  large 
loans  at  long  intervals  and  revert  to  the  system  of  continuous 
borrowing  to  the  full  extent  as  money  becomes  available. 
That  borrowing  should  give  a  freedom  of  option  to  the  public  ;. 
there  should  be  bonds  of  various  dates  and  bills  of  various  dates. 
The  chart  on  pp.  280-1  constructed  by  Mr.  Drummond  Fraser  shows 
the  efEect  upon  the  deposits  of  the  Bank  of  England  of  two  kinds 
of  borrowing  during  the  war.  The  upper  part  of  the  chart  shows 
the  pre-war  period,  the  normal  position  of  the  Bank  of  England 
deposits  as  shown  by  the  Returns.  When  you  get  into  the  war 
period  the  deposits  rise  very  rapidly,  paiily  owing  to  the  panic 
at  the  outset  of  the  war  and  afterwards  owing  to  the  War  Loan  ; 
but  when  in  1916  you  come  down  upon  this  method  of  con- 
tinuous borrowing  you  see  how  remarkably  even  the  curve  of 
Bank  deposits  is,  almost  at  a  level  fi-om  December  to  December. 
I  have  no  doubt  that  if  we  could  get  the  figures  for  the  new  Loan 
we  should  see  a  corresponding  rise  in  the  bank  deposits,  if  not  of 
the  Bank  of  England  yet  of  the  country  as  a  whole,  in  consequence 
of  the  big  loan  of  1917.  It  is  well  to  avoid  these  disturbances,^ 
and  also  to  avoid  the  creation  of  currency  which  thev  cause. 

The  root  of  the  whole  matter  it  seems  to  me  is  this  :  whether 
by  inflation  or  otherwise  it  is  gold  itself  that  has  depreciated,  or, 
in  other  words,  it  is  the  depreciation  of  gold  which  has  caused 
the  high  level  of  prices.     This  depreciation  of  gold  is  the  result 
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of  the  enormous  increase  of  purchasing  power  in  the  hands  of 
Governments.  In  some  cases  the  new  purchasing  power  has  been 
created  by  methods  which  have  depreciated  curiencies  in  relation 
to  gold.  That  does  not  seem  to  have  been  the  case  here.  Our 
prices  are  very  high.  But  we  see  these  high  prices  in  America 
and  other  countries  where  there  is  no  question  of  inflation  in 
any  ordinary  sense  of  the  term.  Thus  the  problem  is  inter- 
national, and  that  is  a  matter  of  the  first  importance,  because  it 
shows  that,  unless  we  are  prepared  to  revert  to  what  I  may  call 
Scandinavian  methods  to  bring  about  a  local  appreciation  of 
gold  in  our  own  country — and  that  is  obviously  impossible  and 
undesirable — the  rise  of  prices  is  beyond  the  control  of  any  one 
country.  We  can  only  check  it  by  cutting  ourselves  ofE  from  a 
gold  standard,  which  is  what  we  do  not  want  to  do,  either  by 
appreciation  or  depreciation.  Secondly,  I  think  it  is  important 
because  it  meets  an  objection  raised  by  Mr.  Falk  which  I  confess 
impressed  me  rather  at  the  time  I  read  it — that  a  rise  of  prices 
by  creating  exchange  difficulties  threatened  our  international 
position  after  the  war.  It  might  if  it  were  pecuhar  to  this 
country,  or  even  if  it  were  pecuhar  to  belhgerent  countries  ;  but 
if  it  is  really  miiversal,  if  it  afiects  the  United  States,  for  instance, 
I  cannot  see  how  it  threatens  our  international  position.  At  any 
rate  that  consideration  reduces  the  danger  to  which  Mr.  Falk 
referred.     That  is  broadly  the  position  that  I  wish  to  submit. 

I  have  here  the  figures  which  I  did  not  give  you  just  now. 
The  war  expenditure  of  the  five  principal  belhgerents  is  £18,500,000 
a  dav.  and  if  you  add  the  others  it  Avill  not  be  far  under £20,000,000 
for  the  whole  of  the  belligerent  Powers  ;  say  £7,300,000,000  a 
vear,  or,  if  we  allow  for  double  entiy  in  connection  with  loans 
and  so  on,  roughly  £7,000,000,000  a  year  war  expenditure.  This 
is  the  root  fact.  I  think,  at  the  bottom  of  the  inflation. 


Abstr.\ct  of  the  Discussion. 


Mr.  0.  T.  FALK  said  the  members  had  listened  to  an  exposition 
of  an  extremely  difficult  subject  by  a  master  mind.  The  address 
was  based  on  the  study  of  a  life-time,  and  the  subject  was  not  one 
usually  discussed  at  the  Institute.  He  asked  the  members,  however, 
to  listen  to  his  own  amateurish  remarks  for  a  few  minutes  mainly 
because  he  hoped  that  by  taking  part  in  the  discussion  he  might 
extract  a  little  more  truth  from  Professor  Foxwell.  Professor  Foxwell 
had  said  that  the  objectors  to  inflation  were  mainly  concerned  with 
the  third  form  of  inflation  in  his  category,  the  depreciation  of  gold. 
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That  might  be  so,  but  it  was  not  his  own  experience,  possibly  because 
his  life  was  spent  in  the  City,  and  he  thought  it  would  be  admitted 
that,  so  far  as  those  who  lived  in  the  City  were  concerned,  inflation 
of  the  first  two  kinds  was  the  most  important.  It  might  be  because 
he  had  not  a  due  allowance  of  that  morbid  timidity  which  Professor 
Foxwell  ascribed  to  bankers  that  he  disagreed  with  him  with  regard 
to  the  position  in  so  far  as  the  first  two  forms  of  inflation  were  con- 
cerned. There  w'as  a  difficulty  about  the  question  and  he  frankly 
admitted  that,  so  far  as  he  knew,  those  who  believed  that  depreciation 
— or  what  he  would  rather  call  potential  depreciation — of  the  currency 
in  terms  of  gold  existed,  were  at  present  unable  to  offer  any  satis- 
factory proof  of  that  depreciation.  So  far  as  he  was  concerned,  he 
.suspected  it.  He  did  not  admit  that  the  rise  of  prices  in  every  country 
was  a  measure  of  the  depreciation  of  gold,  simply  because  he  did  not 
admit  that  the  prices  in  all  those  countries  were  gold  prices.  He 
believed  they  were  admittedly  not  so  in  Russia,  to  take  a  single 
example,  and  he  thought  they  were  not  so  in  other  countries  also. 

He  appreciated  Professor  Foxwell's  point  when  he  said  that  there 
was  no  cause  for  alarm  with  regard  to  the  position  of  this  country 
if  the  rise  in  gold  prices  was  international  and  if  the  rise  in  this 
country  was  not  greater  than  the  rise  in  other  countries  ;  but  his 
own  idea  was  that  the  rise  in  prices  in  most  countries  was  a  rise  in 
currency  prices  and  the  rise  was  measured  in  currencies  which  were 
admittedly  depreciated  in  terms  of  gold.  In  the  case  of  this  country, 
the  currency  was  supposed  to  be  on  a  par  with  gold.  If.  therefore, 
our  prices  had  risen  to  as  great  an  extent  as  the  prices  of  other 
countries,  it  was  possible  that  oixr  currency  was  depreciated  in  terms 
of  gold  ;  in  other  words,  it  was  a  question  as  to  whether  there  was 
not  what  might  be  strictly  called  relative  redundancy  of  the  currency. 
It  was  not  possible  for  him  to  give  any  proof  of  that  relative  redun- 
dancy, but  he  would  ask  the  members  for  a  moment  to  assume  that 
it  existed.  He  wanted  them  to  assume  it  because  he  wanted  them  to 
allow  him  to  criticize  the  point  of  view  of  those  w^ho  said  that  redun- 
dancy simply  could  not  exist,  w^ho  said  that  the  absence  of  that 
redundancy  was  proved  by  certain  current  conditions.  Professor 
Foxwell  had  compared  the  position  in  1810  with  that  of  1917,  and  it 
would  appear  that  that  was  a  very  good  starting  point  for  the 
criticism  he  himself  washed  to  make.  In  1810  the  Bullion  Committee 
and  Ricardo  and  a  few  others  pointed  out  that  the  high  price  of 
V)ullion  and  the  state  of  the  foreign  exchanges  was  a  proof  of  the 
depreciation  of  bank  paper,  and  a  proof  also  of  the  over  issue  of  that 
paper.  He  would  agree  with  Professor  Foxwell  that  the  depreciation 
(tf  the  exchanges  was  not  a  conclusive  proof  in  all  circumstances  of 
the  depreciation  of  the  currency  in  terms  of  gold,  but  for  his  purposes 
that  qualification  was  not  important,  because  the  point  he  wished 
to  make  was  that,  whether  those  tests  were  conclusive  or  not,  it  was 
fair  to  say  that  it  was  not  possible  to  state  with  confidence  that, 
because  there  was  no  high  price  of  bullion  and  because  there  w^as  no 
depreciation  of  the  exchanges,  therefore  redundancy  was  absent. 

Comparing  the  position  in  1810  and  the  position  to-day,  in  1810 
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there  was  a  high  price  of  bullion  and  there  was  a  Restriction  Act. 
The  objectors  to  the  hypothesis  which  he  put  forward  said  that  to-day 
there  was  no  Restriction  Act  and  no  high  price  of  bullion.  He  ad- 
mitted there  was  no  Restriction  Act,  but  there  was  restriction  by 
consent.  It  was  also  said  that  there  was  no  high  price  of  bullion, 
but  he  did  not  see  how  there  could  be  a  high  price  of  bullion  ;  it  was 
not  possible  to  melt  down  gold  coin  or  to  import  bullion  or  to  export 
it — as  a  matter  of  fact  bullion  could  not  really  be  bought.  There 
was  no  Lord  Stanhope  Act,  but  it  was  not  legal  to  pay  a  premium 
for  British  gold  coin,  and  certain  men  had  been  convicted  of  that 
ofience.  So  far  as  he  knew,  there  was  only  one  case  in  which  a  gold 
premium  within  the  country  could  be  made  evident,  and  it  so  happened 
— although  he  laid  no  stress  upon  the  point — that  in  that  case  a 
premium  existed.  It  was  legal  to  purchase  foreign  coins,  not  current 
coins,  and  melt  them  down,  and  jewellers,  because  they  badly  needed 
o-old,  were  buying  foreign  coins  and  paying  a  high  premium  for  them, 
from  10  to  15  per-cent,  but  it  was  not  a  highly  regularized  trade,  so 
that  the  premium  probably  varied  considerably  in  different  localities. 
He  did  not  in  any  way  wish  to  suggest  that  the  premium  paid  by  those 
jewellers  was  any  evidence  of  a  gold  premium  within  the  country,  but 
he  did  think  that  it  was  fair  to  say  that  the  absence  of  a  gold  premium 
was  not  a  proof  that  there  was  not  a  premium  on  gold,  because  by 
consent  and  by  legal  restriction  there  was  no  real  dealing  in  bullion 
or  gold  coin.  Fortunately  this  country  had  been  free  during  the  war 
from  individuals  of  the  type  of  Lord  King,  so  that  we  had  not  really 
had  the  point  tested  as  it  might  have  been. 

The  second  main  test  of  the  days  of  the  Bullion  Coirmaittee  was 

the  state  of  the  foreign  exchanges.     The  American  exchange  was 

now  at  the  low  gold  point,  or  approximately  so,  and  he  was  perfectly 

prepared  to  admit  that  the  state  of  every  other  Neutral  exchange 

could  be  explained  away.     He  did  not  want  to  go  in  detail  into  the 

matter,  because  he  thought  it  must  be  obvious  that  if  this  country 

had  been  able  to  maintain  the  American  exchange  at  the  low  gold 

point  it  could  have  maintained  all  the  other  Neutral  exchanges  at 

that  point  by  the  same  methods,  if  there  had  not  been  special  dif&- 

culties.     Assuming  that  all  the  foreign  exchanges  were  at  the  low 

gold  point,  could  it  therefore  be  argued  that  the  currency  was  not 

potentially    depreciated  ?     He    thought    not.     The    state    of    the 

exchanges  in  the  present  case  proved  absolutely  nothing.     He  would 

ask  the  members  to  look  for  a  moment  at  the  method  by  which  this 

country  was  maintaining  the  American  exchange  ;    we  were  not 

paying  for  goods  with  goods  ;  we  were  paying  for  the  adverse  balance 

of  trade  with  gold,  with  foreign  securities  that  were  acceptable  and 

with  promises  to  pay  gold.     Promises  to  pay  gold  were  not  gold, 

but  promises  to  pay  gold,  and  that  was  a  point  that  it  was  impossible 

to  escape  from.     He  thought  it  was  fair  to  say — ^to  borrow  a  phrase 

from  Professor  Jevons — that  this  country  was  engaged  in  selling  a 

gigantic  bear  of  gold.     Anyone  who  knew  what  the  selling  of  a  bear 

might  result  in,  especially  when  it  was  on  a  very  large  scale,  would 

appreciate  what  he  felt  about  the  situation.    If  his  hypothesis  was 
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correct,  this  country  was  selling  gold  for  future  delivery  at  a  price 
which  might  be  far  below  the  world's  market  price,  if,  as  he  supposed, 
our  currency  was  relatively  redundant.  He  did  not  say  we  were 
selling  below  the  market  price,  but  he  thought  it  was  possible. 
It  was  evident  in  any  case  that  we  could,  so  long  as  we  had  credit 
and  acceptable  foreign  securities,  go  on  maintaining  the  exchanges 
independently  of  the  state  of  our  currency.  It  might  be  redundant 
and  yet  things  might  for  a  time  be  kept  right. 

Personally,  therefore,  he  thought  there  was  some  reason  for 
careful  enquiry  into  the  situation  and  possibly  for  more  pre\asion 
than  had  as  yet  been  exercised.  That  necessity  became  obvious  if 
one  looked  ahead  and  saw  what  would  happen  on  his  hypothesis, 
namely,  if  this  country  was  selling  a  bear  of  gold  with  a  redundant 
currency.  Some  day  we  should  have  to  stop  settling  an  adverse 
balance  of  trade  by  promises  to  pay  gold,  and  we  should  then  have  to 
buy  goods  with  goods,  and  if  we  wished  to  buy  goods  with  goods  we 
shoidd  be  at  an  extraordinary  disadvantage  if  we  offered  gold  at  a 
lower  price  than  the  rest  of  the  world.  Gold  would  then  be  the 
cheapest  commodity  that  we  had  to  offer,  and  the  foreigners  would 
take  our  gold  first  and  our  commodities  second.  He  did  not  mean  to 
say  that  gold  would  be  the  only  thing  they  would  take  from  us,  but 
gold  woidd  be  very  nearly  the  first,  if  not  the  first,  they  would  take 
from  us.  The  question  was — How  was  the  problem  to  be  solved  ? 
It  coidd  only  be  done  in  one  of  three  waj^s.  unless  we  wished  our  last 
ounce  of  gold  to  be  drained  from  the  countr^^  We  could  lower  our 
prices  by  contracting  the  currency,  which  would  be  a  highly  objec- 
tionable course — one  had  only  to  read  Professor  Foxwell's  admirable 
preface  to  the  translation  of  Andreades'  "  History  of  the  Bank  of 
England  "  to  see  what  his  ^dew  about  that  method  would  be — or 
we  could  suspend  specie  payments,  and,  as  the  financial  centre  of 
the  world,  that  was  a  solution  we  did  not  want  to  have  to  face. 
These  two  solutions  were  within  our  control.  The  third  was  not' 
within  our  control,  and  personally  he  thought  it  would  be  madness 
to  count  upon  it.  If  one  could  suppose  that  after  the  war  some  of 
the  main  commodities  which  this  country  produced  and  exported 
would  rise  in  value  relatively  to  the  other  main  commodities  of  the 
world  our  position  would  be  maintained,  because  relative  prices  must 
be  adjusted  to  relative  values,  and  we  should,  b_v  the  appreciation  in 
value  of  our  main  commodities,  be  able  to  support  a  higher  level 
of  i^rices.  There  might  be  a  fallacy  there,  but  he  thought  there 
was  not. 

He  did  not  think  there  was  any  disadvantage  in  discussing  the 
position,  because  there  was  very  little  harm  that  coidd  be  done  undel- 
present  circumstances  and  he  was  not  sure  there  was  not  a  great  deal 
of  good,  but  he  did  wish  to  emphasize  very  strongly  that  he  by  no 
means  maintained  that  a  relative  redundancy  existed  ;  he  admitted 
he  only  suspected  it.  The  remarks  he  had  made  were  mainlv  a  plea 
for  a  very  careful  enquiry,  the  nature  of  which  there  was  not  time  to 
develop,  but  which  had  really  been  indicated  by  Professor  Foxwell. 
He  was  hoping  that  those  who  had  the  capacity  for  undertaking 
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that  work  Biiglit  combine  and  test  the  position,  so  far  as  it  was 
possible  to  do  so,  by  obtaining  the  necessary  information  from  other 
countries.  He  understood,  from  the  article  to  which  Professor 
Foxwell  leferred,  written  by  Professor  Nicholson  in  the  last  number 
of  the  Economic  Journal,  that  Professor  Nicholson  was  enga<j:ed  on 
buch  an  enquiry,  and  he  trusted  that  he  would  get  all  the  support  that 
was  necessary.  Also  he  hoped  that  it  woidd  be  possible  to  induce 
the  City  to  take  the  matter  rather  more  seriously  than  they  appeared 
to  do  at  the  moment.  The  City  referred  the  question  back  to  the 
Tests  of  the  Bullion  Committee  days  and  appeared  to  have  satisfied 
itself  that  there  was  nothing  to  be  alarmed  about. 

Mr.  W.  A.  KIDDY  (Financial  Editor  of  the  Morning  Post  and 
Editor  of  the  Banker's  Magazine),  speaking  on  the  invitation  of  the 
President,  said  that  he  would  like  to  express  his  appreciation  of  the 
address  that  Professor  Foxwell  had  given.  AVhen  he  heard  Professor 
Foxwell  speak  he  always  felt  that  he  enjoyed  the  great  advantage 
of  listening  to  a  deep  student  of  economic  subjects  and  at  the  same 
time  to  one  who  seemed  to  think  it  worth  while  to  keep  himself  up 
to  date  in  practical  affairs.  Many  of  his  remarks  that  evening 
showed  that  he  was  manifestly  in  touch  with  the  very  latest  develop- 
ment in  finance.  One  thing  that  must  have  struck  everybody  that 
evening  was  that  the  subject  under  consideration  was  one  where  proof, 
seemed  to  be  well-nigh  impossible  :  that  had  come  out  in  what 
Professor  Foxwell  had  said  and  also  in  the  remarks  of  Mr.  Falk. 
The  question  of  inflation  had  to  be  considered  from  three  standpoints  : 
First,  whether  there  was  a  premium  on  gold  ;  secondly,  the  position 
of  the  exchanges  ;  and,  thirdly,  the  rise  in  the  price  of  commodities. 
In  aU  those  three  cases  it  was  easy  to  find  simple  explanations  of  the 
phenomena,  without  including  inflation.  In  considering  the  question, 
of  a  premium  on  gold,  3Ir.  Falk  had  pointed  out  quite  jiroperly  that,, 
while  it  could  not  be  j)roved  there  was  a  premium  on  gold,  it  would 
be  equally  difiicult  under  the  artificial  conditions  which  existed  to 
say  that  there  was  not  a  jnemium.  AVith  regard  to  foreign  exchanges, 
as  Avas  well  known,  there  was  a  great  trade  balance  against  all  the 
belligerent  countries  which  were  bujing  from  the  neutral  countries, 
at  a  time  when  their  own  productive  power  was  reduced.  Under 
those  circumstances,  how  was  it  possible  to  have  anything  but 
adverse  exchanges  ?  Therefore  there  was  an  ample  explanatioiL 
<jf  the  position  of  the  exchanges  without  going  into  the  question  of 
inflation. 

With  regard  to  the  rise  in  commodities,  he  had  been  rather 
struck  in  looking  over  the  record  of  prices  to  see  how  a  rise  commenced 
about  the  year  1906.  When  the  war  period  began  there  was  of  course- 
a  tremendous  bound,  but  there  was  quite  a  substantial  rise  between 
1906  and  1912,  and  he  suggested  that  one  reason  for  that  rise  was 
probably  to  be  found  in  the  greater  equalization  of  wealth,  the  manner 
in  which  taxation  Avas  changed  during  those  years  haA'ing  caused 
wealth  to  be  spread  over  a  greater  number  of  the  conmiunity  :  in 
other  words,  he  believed  that  in  those  years  there  was  a  tremendous 
increase  in  the  purchasing  power  of  the  people,  and  that  fact  was 
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importaut  in  connection  with  the  more  recent  events,  because  the 
rise  in  wages,  the  expenditure  of  belligerents,  and  the  high  wages 
paid  to  munition  workers,  played  a  great  part  in  the  rise  that  had 
taken  place  in  commodities.  Wages  had  been  high  all  over  the 
world  and  the  purchasing  power  of  the  people  had  increased,  and 
under  those  conditions  there  was  bound  to  be  a  great  rise  in  commodi- 
ties, cjuite  apart  from  such  circumstances  as  the  cutting  olf  of  pro- 
ductive power  and  the  great  demands  on  the  part  of  the  belligerent. 
■Governments.  Moreover,  in  the  years  from  1906  to  the  period  of 
the  war  there  was  reason  to  suppose  that  in  many  of  the  food-producing 
countries  there  had  been  a  tendency  to  go  into  manufactures  rather 
than  to  increase  the  area  of  food  stuffs  ;  in  other  words,  the  cultiva- 
tion of  food  stuffs  had  not  kept  pace  with  the  growth  in  population. 
He  only  pointed  that  out  because  it  seemed  that  from  1906  to  1912 
there  was  a  great  rise  in  the  price  of  commodities  when  nobody  talked 
aboiit  inflation  at  all,  and  when  there  were  other  causes  to  account 
ior  it.  All  the  same  he  thought  there  was  inflation  to-day,  that  there 
must  be  inflation.  It  seemed  to  him  that  there  was  no  need  to  look 
further  for  proof  than  the  fact  that,  as  Professor  FoxweU  had  pointed 
-out,  the  Continental  banks  of  Russia  and  France  had  increased  their 
note  circulation  enormously.  How  could  anything  but  iuHation 
result  from  that  ?  The  point  was  that  it  could  not  be  measured 
because  it  was  so  mixed  up  with  the  other  and  more  easily  discernible 
causes,  and  no  measure  could  probably  be  found  until  after  the  war, 
when  some  of  the  other  causes  had  ceased  to  operate. 

With  regard  to  the  currency  notes  of  this  country,  he  was  inclined 
to  think  there  was  perhaps  rather  more  concealed  inflation  than 
Professor  FoxweU  acknowledged.  It  was  well  known  that  against 
the  140  millions  of  Treasury  notes  there  was  28i  millions  of  gold 
earmarked,  and  to  that  extent  there  was  of  course  no  inflation.  He 
understood  Professor  FoxweU  to  suggest  that  the  great  mass  of  the 
remaining  Treasury  notes  might  not  be  inflation  because  of  the  gold 
it  displaced,  but  he  went  on  to  say  that  a  great  deal  of  that  gold  had 
now  been  exported  to  the  United  States.  If  that  were  so,  was  not 
that  gold  forming  a  basis  for  fresh  credits  which,  in  considering  the 
rise  of  prices  of  commodities  all  over  the  world,  must  lead  to  a  still 
further  basis  of  credit  and  therefore  to  inflation  ?  He  thought 
that  the  extent  of  the  Treasury  note  issue  was  undoubtedly 
another  sign  of  inflation.  Was  there  an}i:hing  in  all  this  that  could 
be  controlled  during  the  war  ?  When  it  was  remembered  that  the 
greatest  cause  of  all  was  the  great  enlargement  of  credit,  it  would  be 
seen  that  the  problem  was  a  delicate  and  difficult  one,  because  we 
knew  very  well  the  whole  war  had  been  carried  on  by  a  great  expansion 
of  credit.  If  that  credit  were  to  contract  suddenly,  a  totally  dift"erent 
-condition  of  things  might  be  brought  about,  and  yet  in  the  enlarge- 
ment of  trade  in  various  forms,  Govermnent  loans,  banking  deposits 
-and  so  forth  (inasmuch  as  increased  purchasing  power  was  involved) 
was  to  be  found  one  of  the  chief  explanations  of  such  a  phenomenon 
.as  the  rise  in  the  price  of  commodities.  With  regard  to  the  question 
vof  control,  one  method  concerned  the  Government  and  the  other 
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ourselves.  It  was  admitted  that  the  belUgerent  Governments  were 
now  the  largest  buyers  of  commodities  of  every  kind,  and  the  question 
was  whether  those  purchases  were  being  conducted  on  the  best  lines, 
even  after  making  all  allowances  for  the  fact  that  things  had  to  be 
done  in  a  hurry.  If  they  were  not,  but  were  being  done  in  an 
amateurish  fashion,  then  the  evil  was  urmecessarily  exaggerated. 
"With  regard  to  the  public,  their  duty  consisted  in  economizing  in  the 
matter  of  consumption.  Although  the  war  had  been  going  on  for 
two-and-a-half  years,  it  was  onl}'  within  the  last  few  months  that  the 
(juestion  of  personal  economy  had  been  really  forced  home  upon  the 
people  by  the  Government.  If  the  people  had  not  economized  it 
was  not  altogether  their  own  fault,  the  word  not  having  been  clearly 
given  by  the  Government  itself  until  within  quite  recent  months. 

When  the  question  of  controlling  the  position  was  leaUy  con- 
f:-idered;  however,  it  must  be  felt  how  difficult  was  the  task.  It  was, 
perhaps,  as  regards  the  form  of  borrowing  and  the  manner  of  regu- 
lating the  expenditure  that  opportunities  were  chiefly  afforded. 
With  regard  to  borro^ving,  Professor  FoxweU  advocated  very  strongly 
Mr.  Drummond  Fraser's  plan  for  continuous  borrowing  by  Treasury 
bills,  Exchequer  bonds,  etc.,  rather  than  a  big  loan  operation,  but 
had  the  Professor  considered  whether  that  form  of  borrowing  could 
sufficiently  draw  money  from  the  investor  himself  ?  Because,  unless 
the  money  was  obtained  from  the  investor,  and  not  simply  from 
banking  credits,  Professor  FoxweU  would  be  the  first  to  say  that 
there  would  be  undue  credit  expansion.  It  was  easy,  of  course,  to 
"  job  backwards,"  as  was  sometimes  said  in  the  City,  but  looking 
at  the  great  success  of  the  new  Loan  it  seemed  almost  a  pity  that 
there  could  not  have  been  some  scheme  devised  whereby  the  Loan 
could  have  been  made  very  much  larger  with  pa^iuents  made  by 
foi'tnightly  instalments  over  a  period,  say,  of  two  years,  the  Govern- 
ment ha^•ing  the  right  at  any  time  to  stop  the  subscrij)tions  if  the  war 
were  suddenly  to  cease.  Spreading  the  payments  over  a  more 
lengthv  period  would  have  given  the  Government  probably  two  or 
three  times  the  amoimt  they  actually  got,  and  the  pubUc.  ha\'ing 
been  committed  to  supplying  the  Government  with  funds  for  perhaps 
two  years,  would  have  felt  all  the  greater  need  for  economy  in  the 
matter  of  personal  expenditure. 

]\Ir.  E.  AV.  TOWXLEY  wished  to  make  a  few  remarks  on  Professor 
Foxwell's  third  interpretation  of  inflation,  namely,  the  depreciation 
of  gold  in  tenns  of  commodities  as  measured  by  the  rise  in  prices. 
The  real  and  ultimate  cause  of  the  rise,  as  had  been  said  that  evening, 
had  been  the  enormous  additional  expenditure  of  the  belligerent 
Governments,  which  had  affected  neutrals  as  well  as  themselves,  but 
the  difficulties  began  when  an  attempt  was  made  to  ascertain  to  what 
extent  any  one  of  the  more  immediate  causes  was  responsible  for  the 
rise.  Professor  FoxweU  had  remarked  that  even  assmning  that 
British  prices  depended  solely  on  British  currency  poUcy.  the 
expansion  in  our  currency  was  cpiite  inadequate  to  explain  the  rise, 
and  he  thought  everyone  would  agree  with  that.  But  whUe  our 
currency  expansion  was  obviously  insufficient  in  itself  to  account  for 
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tlie  rise,  and  allowances  must  be  made  for  other  factors,  such  as  the 
lack  of  tonnage  and  the  withdrawal  of  millions  of  men  from  productive 
emplo}Tiient,  it  still  seemed  to  him  that  the  increase  in  our  currency 
issues  had  had  a  material  effect  on  the  rise  in  prices.  He  would  like 
in  that  connection  to  refer  to  the  statistical  enc{uiry  which  Professor 
Shield  Nicholson  was  conducting.  Although  that  enquiry  was  not 
yet  finished,  Professor  Nicholson  had  already  indicated  some  of  the 
first  approximate  results  in  the  following  terms  : — "  There  has  been 
a  general  conformity  between  the  increases  of  our  note  issues  and 
the  rise  in  prices  in  the  United  Kingdom.  The  increase  in  prices  as 
shown  by  the  index  numbers  has  foUowecl  the  increases  of  notes,  and 
in  general,  the  movement  in  prices  is  of  the  character  associated  with 
( > ver-issues  of  inconvertible  paper,  such  as  has  occurred  in  the  other 
belligerent  countries."  As  a  matter  of  curiosity  he  was  led  by 
Professor  Nicholson's  remarks  to  compare  the  growth  of  our  currency 
note  issue  with  the  rise  in  prices  as  shown  by  the  index  numbers  of 
the  Statist  and  Economist,  and  for  that  purpose  he  dimled  the  period 
since  the  commencement  of  the  war  into  iuters-als  of  three  months. 
He  did  not  overlook  the  fact  that  our  banking  deposits  were  so  much 
potential  currency,  but,  as  Professor  Foxwell  had  pointed  out,  the 
miserable  monthly  returns  formerly  published  by  the  Clearing  Banks 
were  discontinued  in  Ji;ne.  1915,  and  it  was  not,  therefore,  possible 
to  trace  the  growth  of  their  deposits  at  short  intervals.  His  rough 
analysis,  on  which  too  much  should  not,  of  course,  be  built,  indicated 
two  rather  interesting  features.  First,  each  of  the  two  quarters  in 
which  the  emission  of  Treasury  notes  was  the  largest  was  followed 
by  a  quarter  in  which  the  rise  in  prices  also  was  specially  marked. 
Secondly,  and  conversely,  each  of  the  three  quarters  in  which  the 
notes  issued  remained  more  or  less  stationary  was  followed  by  a  quarter 
in  which  prices  also  were  practically  stationary,  or  even  receded. 
In  other  words,  there  seemed  to  be  a  curious  correspondence  between 
the  movement  of  currency  notes  in  one  cpiarter  and  the  course  of 
commodity  prices  in  the  next.  Allowing  for  the  time  which  it  took 
currency  notes  to  get  into  active  circulation,  that  did  seem  to  support 
Professor  Nicholson's  statement  that  the  rise  in  prices  had  been  due 
to  a  considerable  extent  to  currency  issues.  If  that  ^-iew  was  correct, 
there  was  at  all  events  one  factor  which  it  was  within  the  power  of 
the  Govermnent  to  control,  and  as  so  many  other  factors  which  were 
contributing  to  the  rise  in  prices  were  beyond  control,  he  thought 
everyone  would  agree  that  the  Govermnent  ought  as  a  matter  of 
duty  to  restrict  currency  issues  as  far  and  as  cpiickly  as  possible. 

The  PRESIDENT,  in  mo\'ing  a  vote  of  thanks  to  Professor 
Foxwell,  said  that,  whatever  differences  of  opinion  there  might  be 
about  the  questions  discussed  that  evening,  everyone  would  be 
united  in  thinking  that  it  was  their  duty  to  pass  a  very  hearty  vote 
of  thanks  to  Professor  Foxwell.  It  had  been  a  great  personal  pleasure 
to  him,  and  he  was  sure  to  all  those  who  were  associated  with  the 
enterprise,  to  have  succeeded  in  bringing  Professor  Foxwell  there. 
The  present  state  of  national  affairs  had.  owing  to  so  many  of  the 
members  being  away,  acted  prejudically  on  the  power  of  the  Institute 
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to  hold  its  usual  meetings,  and  the  situation  had  been  one  of  great 
difficulty,  but  still  he  did  not  think  there  was  any  need  to  look  upon 
it  as  an  unmixed  evil,  in  so  far  as  it  had  given  the  Institute  an 
opportunity — which  in  other  circumstances  it  might  have  been 
difficult  to  obtain — of  getting  together  two  such  meetings  as  had 
been  held  during  the  present  session.  There  was  nothing  that  did 
the  members  of  the  Institute  greater  good  than  to  see  and  hear  and 
confer  with  and  exchange  opinions  with  men  who,  while  not  interested 
in  their  profession  on  its  technical  side,  had,  as  the  result  of  years  of 
study  and  experience,  made  themselves  familiar  with  some  of  those 
great  financial  problems  with  which  the  actuarial  profession,  like  all 
financial  interests  in  the  country,  was  intimately  concerned.  The 
immediate  business  of  the  actuary  took  up  so  much  of  his  time  that 
he  was  not  always  able  to  get  that  grip  of  fmancial  questions  that  he 
might  desire,  and  therefore  it  could  only  be  beneficial  to  have  such 
opportunities  as  the  Council  had  been  able  to  provide  during  the 
present  winter. 

Personally  he  could  hardly  say  how  much  he  had  enjoyed  the 
address  that  evening,  and  how  very  strongly  he  felt  what  Mr.  Falk 
so  happily  put — that  the  opinions  expressed  and  the  remarks  made  b}' 
Professor  Foxwell,  in  his  charmingly  unassuming  and  conversational 
way,  were  the  result  of  the  study  of  a  lifetime.  One  felt  one  was 
listening  to  someone  who  had  been  familiar  with  the  questions  he 
was  speaking  about  day  by  day  and  year  by  year,  who  had  studied 
them  in  all  their  aspects,  and  who,  even  at  a  time  of  such  unprece- 
dented difficulty  as  this,  could  give  what  were  really  counsels  of 
wisdom.  Whether  one  agreed  with  all  Professor  FoxweU  said  or 
not,  it  could  not  fail  to  be  suggestive,  helpful  and  illuminating. 

On  the  question  itself  he  preferred  to  say  nothing  ;  first,  because 
the  hour  was  so  late,  and  secondly  because  the  subject  was  surrounded 
by  such  enormous  difficulties.  There  seemed  to  be  so  many  possible 
causes,  so  many  plausible  explanations,  for  almost  every  one  of  th«^ 
financial  phenomena  which  were  now  exhibiting  themselves,  that 
having  regard  to  the  fact  that  we  were  living  in  a  time  without 
precedent  in  history,  to  form  an}i}hing  like  reliable  conclusions  or 
useful  forecasts  was  a  matter  of  extreme  difficulty,  certainly  not  to 
be  attempted  by  anyone  who  had  not  had  a  great  deal  more  intimate 
experience  of  the  kind  of  financial  problems  under  discussion  than 
fell  to  the  lot  of  many  actuaries.  All  he  could  say  was  that  what  he 
had  heard  that  evening  had  been  extremely  suggestive  and  helpful, 
enabling  him  to  realize  the  relations  of  some  things  which  hitherto 
might  have  seemed  unrelated  ;  helpful  also  in  so  far  as  it  impressed 
upon  him  the  old  lesson  which  had  been  brought  home  by  every 
speaker,  and  very  emphatically  by  Mr.  Kiddy,  of  personal  economy 
in  the  public  interest,  personal  conduct  of  the  affairs  of  each 
one  of  us  as  members  of  a  nation  that  Avas  passing  through  a 
crisis  which  it  had  never  before  had  to  face.  As  we  were 
"members  one  of  another",  it  was  our  duty  to  the  State  so  to 
order  our  lives  that  there  might  be  no  extravagance,  no  ex- 
penditure wliich  we  could  not  strictly  justify  to  our  own  consciences. 
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jVIr.  Kiddy  had  thought  it  a  great  pity  the  CTOvernineiit  did  not 
remind  us  of  that  long  ago.  He  did  not  know  that  our  consciences 
were  going  to  acquit  us  of  responsibility  on  that  account.  Suppose, 
for  argument's  sake,  it  were  true  it  was  only  three  months  ago  that 
the  Govermnent  had  said  that  in  a  crisis  like  this  we  ought  to  avoid 
•extravagance.  They  had  not  yet  told  us  that  we  ought  to  abstain 
from  stealing,  and  many  other  objectionable  things.  After  all 
should  it  be  necessary  ?  We  were  each  provided  with  a  conscience, 
-and  if  we  never  acted  upon  it  until  receipt  of  Government  instructions 
he  was  afraid  some  day,  if  there  was  any  final  account,  it  would  be  a 
poor  excuse  to  say  that  we  did  not  economise  because  the  Government 
did  not  tell  us  to. 

The  vote  of  thanks  was  accorded  to  Professor  Foxwell  with 
acclamation. 

Professor  FOXWELL,  in  reply,  said  that  in  the  first  place  he  would 
like  to  thank  the  members  of  the  Institute  for  the  very  kind  way  in 
which  they  had  spoken  of  the  few  remarks  he  had  made.  The 
President  had  rather  hinted  that  although  he  had  brought  forward 
very  little  definite  evidence  in  regard  to  any  statement  he  liad  made, 
the  statements  were  not  made  at  random  but  really  represented  the 
result  of  a  considerable  amount  of  thought  from  time  to  time.  He 
«oidd  assure  them  that  he  had  spent  two  or  three  weeks  in  trpng 
to  get  some  more  definite  evidence,  but  had  to  abandon  the  attempt, 
as  he  found  he  had  no  evidence  worthy  to  present  to  a  body  like  the 
Institute  of  Actuaries  that  would  really  stand  the  test  of  close 
■examination.  There  were  no  adequate  returns.  That  must  be  his 
apology  for  what  he  was  sure  must  have  been  noticed  to  be  a  rather 
obvious  absence  in  a  statement  such  as  he  had  made — the  lack  of  a 
•definite  statistical  basis.     It  was  not  for  want  of  taking  pains. 

With  regard  to  the  admirable  criticisms  that  had  been  made, 
in  the  first  place  he  might  say  that  in  questioning  the  existence  of 
any  serious  inflation  he  had  had  in  his  mind  all  through  such  inflation 
-as  it  was  within  the  power  of  this  country  to  control.  What  Mr. 
Falkhad  said  really  related  to  the  rise  of  prices,  due  to  general  inflation 
-all  over  the  world,  very  little  of  which  this  country  could  control ; 
and  he  did  not  indicate  any  particular  measure  of  control  which  in 
his  opinion  it  would  have  been  wise  for  the  Government  to  adopt. 
In  speaking  of  the  exchanges,  Mr.  Falk  said  very  truly  that  many  of 
the  other  currencies  whose  exchange  rates  were  quoted  were  not 
gold  currencies.  That  he  believed  was  true  of  Germany  and  Austria 
and  Eussia,  but  it  was  not  true  of  Scandinavia,  which  had  even  a 
super-gold  currency,  if  he  might  so  term  it.  It  would  not  be  true  of 
the  United  States,  which  was  the  principal  currency  with  which  we 
had  relations  and  with  which  our  relations  were  on  a  very  fair  basis. 
As  to  the  case  of  a  premium  on  gold  in  this  country,  Mr.  Falk  did  not 
press  the  point,  indeed  he  appeared  to  admit  that  the  position  of  the 
goldsmith  was  very  peculiar.  The  goldsmith  was  not  buying  gold 
..as  currency,  but  as  a  metal  which  he  happened  to  be  able  just  now 
to  seU  at  exceptionally  advantageous  rates  and  therefore  he  did  not 
-care  what  he  paid  for  it.     On  the  other  hand,  the  Government  was 
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interested  in  stopping  tlie  consumption  of  gold  by  the  goldsmith, 
and  had  imposed  certain  restrictions  on  his  usual  source  of  supply, 
and  that  made  him  all  the  more  anxious  to  obtain  it  and  tended  to 
cause  the  premium.  Personally,  therefore,  he  did  not  attach  any 
importance  to  a  premium  if  only  paid  by  goldsmiths  ;  the  very  same 
thing  happened  in  the  Napoleonic  wars  ;  one  of  the  few  definite 
purchases  at  a  premium  he  had  seen  mentioned  was  a  purchase  by  a 
goldsmith  and  there  was  one  conviction,  quashed  on  appeal,  for  a 
sale  of  guineas  at  a  premium  for  export.  Then  Mr.  Falk  said  there 
w^as  no  real  dealing  in  bullion  now.  Probably  that  was  so.  In  any 
case,  even  in  time  of  peace,  the  bullion  market  was  very  limited, 
confined,  he  believed,  to  about  four  firms.  He  did  not  understand 
that  those  fiiins  had  absolutely  nothing  to  do  at  the  present  moment, 
but  he  could  easily  believe  that  the  dealing  might  be  very  restricted. 
The  rate  quoted  for  bar  gold  was  the  lowest  possible,  namely, 
£3  17s.  9d.,  the  Bank  price. 

Mr.  Falk  rather  deplored  the  method  by  which  we  were  maintaining 
the  exchange.  It  was  in  fact  deplorable  that  the  exchange  had  to 
be  maintained  by  exporting  securities,  but  the  export  of  securities 
was  just  as  legitimate  as  the  export  of  goods.  There  was  nothing 
wrong  about  the  method  ;  we  were  giving  value  and  were  extin- 
guishing debt  and  were  not  putting  ourselves  in  a  false  position ;  we 
were  simply  sacrificing  a  certain  amount  of  our  property  and  selling 
to  a  rival  coimtrs'.  We  might  be  in  an  inferior  position  as  a  creditor 
nation  after  peace  to  some  extent,  but  he  did  not  think  that  involved 
anything  of  a  hollow  or  unsatisfactory  kind  in  relation  to  the  cur- 
rency ;  it  did  not  argue  a  depreciated  currency,  for  instance.  It  had 
nothing  to  do  directly  with  the  question  of  inflation.  What  we  were 
suffering  from  w^as  the  failure  to  balance  trade.  Our  exports  had 
naturally  diminished  and  our  demand  for  imports  was  abnoimally 
high,  and  that  necessarily  brought  about  a  failure  to  balance,  and  we 
were  meeting  that  failure  by  the  export  of  securities .  He  saw  nothing 
in  any  way  wrong  in  that  ;  it  was  the  only  course  open  to  us.  He 
thought,  on  the  whole,  Mr.  Falk  did  not  say  that  he  was  satisfied  that 
there  was  inflation  so  far  as  this  country  was  concerned,  but  that  he 
simply  desired  an  enquiry.  There  could  be  no  objection  to  that, 
and  it  would  be  very  desirable  to  know  under  Avhat  conditions  the 
currency  notes  were  issued.  He  had  never  come  across  anyone  who 
could  tell  him  what  those  conditions  were.  That  was  a  very  unsatis- 
factory state  of  things,  and  there  Avas  no  precedent  for  it  in  our  history 
— an  issue  of  currency  the  conditions  of  which  were  not  declared  or 
understood.  Even  in  the  Napoleonic  war  the  Banks  had  a  very  clear 
rule  ;.  they  never  issued  their  notes  except  on  the  discount  of  "  good 
"  mercantile  bills,  not  exceeding  61  davs'  date,  at  the  rate  of  5  per 
''cent." 

Passing  to  Mr.  Kiddy's  remarks,  he  had  pointed  out  very  well 
that  there  were  plenty  of  explanations  of  the  adverse  exchange  and 
of  the  high  prices,  without  being  driven  to  resort  to  the  explanation 
by  inflation.  That  there  had  been  inflation  internationally  no  one 
could  doubt,  enormous  inflation  of  currency,  especially  by  notes,  and 
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in  this  country  there  had  been  a  certain  amount  of  inflation  by  bank 
credits.  But  the  inflation  was  mainly  an  international  matter.  We, 
in  this  country,  must  hold  our  own  ;  we  must  provide  for  Government 
in  some  way  or  other  a  mass  of  purchasing  power  equivalent  to  their 
needs,  relative  to  the  purchasing  power  enjoyed  by  the  countries 
which  were  our  rivals.  He  did  not  see  that  we  could  control  or  dimin- 
ish in  any  way  the  purchasing  power  at  the  disposal  of  our  Govern- 
ment. It  was  our  duty  to  make  it  as  large  as  possible.  Mr.  Kiddy 
also  suggested  that  our  currency  notes,  although  they  might  not  have 
caused  inflation  here,  had  contributed  to  inflation  because  they  had 
been  the  means  of  enabling  us  to  export  gold  to  the  United  States, 
and  that  export  of  gold  to  the  United  States  had  been  one  of  the 
principal  causes  of  the  rise  of  prices.  That,  of  course,  was  so.  On 
the  other  hand,  we  were  driven  to  export  gold  to  the  United  States 
because  we  had  to  maintain  the  exchange  ;  it  would  be  deplorable  if 
we  ceased  to  keep  up  the  tradition  of  gold  payment  in  this  country, 
and  he  did  not  see  how  else  we  could  have  acted. 

Then  there  was  the  cpiestion  whether  the  Governments  were 
buying  well.  That  was  a  point  on  which  he  had  no  special  know- 
ledge, but  his  impression  was  that  they  had  not  bought  as  well  as 
they  might  have  done,  and  it  was  a  matter  to  which  attention  ought 
to  be  paid.  He  agreed  with  Mr.  Kiddy  that  at  bottom  it  was  a  ques- 
tion, for  the  public  rather  than  the  Government.  The  public  must 
produce  more  and  must  consume  less.  Those  were  the  radical  facts 
of  the  position,  and  they  were  not  entirely  within  the  control  of  the 
Government,  although  he  thought  the  Government  should  give  a 
very  distinct  lead.  The  people  were  never  in  a  more  docile  mood 
than  they  were  to-day  ;  they  felt  they  were  in  the  presence  of  a  very 
difficult  situation  and  they  believed  the  Government  was  better 
informed  than  they  were,  and  they  were  willing  to  take  the  word  from 
the  Government.  As  to  continuous  borrowing  and  the  big  loan, 
Mr.  Kiddy  had  suggested  that  continuous  borrowing  did  not  appeal 
directly  to  the  investor.  That  was  so,  as  it  was  conducted  in  this 
country,  but  it  was  not  as  it  was  conducted  in  France.  This  country 
had  not  given  the  ordinary  investor  any  chance  ;  we  ofiered  Treasury 
bills  of  £1,000  minimum,  which  was  very  nice  for  financial  people 
but  did  not  appeal  in  any  way  to  the  ordinary  investor.  In  France 
one  could  buy  a  bill  for  as  low  a  value  as  100  francs,  or  say  £4.  In 
that  country  they  thought  it  politic  to  open  all  their  loans  in  all  their 
difierent  forms  to  the  very  smallest  subscriber,  and  he  believed  that 
that  was  a  sound  policy  and  he  would  like  to  see  it  done  here. 

Mr.  Townley  had  spoken  of  Professor  Nicholson's  results  and  had 
C|uoted  a  sentence  which  he  very  well  remembered,  but  which  did  not 
seem  to  him  to  be  supported  by  any  figures  that  Professor  Nicholson 
had  hitherto  given.  Mr.  Townley's  own  enquiries  seemed  to  have 
shown  a  curious  correspondence  between  currency  issues  and  subse- 
quent prices,  but  he  did  not  think  Mr.  Townley  had  mentioned  any 
amounts  but  had  merely  referred  to  the  direction  of  variation,  so 
that  that  did  not  come  to  very  much.  It  only  showed  a  general 
sympathy,  but  imless  the  movements  were  proportional  in  magnitude- 
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he  did  not  think  it  could  be  held  to  show  causal  relation.  It  was 
suggested  Govermnent  coiild  control  the  currency  issue,  hut  he  did 
not  very  well  see  how  it  could,  though  he  spoke — as  most  people 
spoke — in  the  dark.  If  he  thought  that  Government  was  financing 
the  war  by  the  issue  of  currency  notes  he  should  deprecate  it  most 
strongly,  because  he  thought  that  that  was  the  worst  possible  way  of 
financing  the  war,  but  he  did  not  believe  that  the  note  issue  repre- 
sented borrowing  by  Govermnent.  He  did  not  know  whether  the 
suggestion  that  the  notes  ought  to  be  withdrawn  was  seriously  put 
forward  or  that  it  was  really  argued  that  we  should  return  to  gold 
circulation.  If  it  was,  we  should  require  about  another  £120,000,000 
of  gold,  and  how  would  it  be  possible  to  finance  the  American 
-exchange  ?  The  thing  seemed  to  him  absolutely  impracticable.  The 
great  merit  of  the  currency  notes  was  that,  if  properly  managed,  we 
substituted  for  the  expensive  circulation  of  gold  an  inexpensive 
circulation  of  Treasury  notes,  and  as  a  result  were  in  possession  of 
£100,000,000  to  £120,000,000  of  gold  which  we  could  use  to  settle  the 
American  exchange.  The  whole  operation  was  absolutely  defensible 
if  it  did  not  go  beyond  that.  He  was  not  quite  clear  that  it  might 
not  have  gone  £20,000,000  beyond  that,  i.e.,  beyond  the  amount 
necessary  to  make  the  substitution  of  paper  for  gold  in  circulation. 

[In  connection  with  the  subject  of  this  paper,  reference  may  be 
made  to  the  paper  on  Statistical  Aspects  of  Inflation,  read  before 
the  Royal  Statistical  Society  by  Prof.  J.  Shield  Nicholson,  in  March 
last,  and  since  published  in  the  July  number  of  the  Journal  of  the 
Society,  also  to  the  same  author's  collected  articles  on  -'War 
Finance  " — now  in  the  press. — Eds.  J. I. A.] 


Joint-Life  Annuities  by  two  MaJceham  Tables  icith  different 
constants ;  tvith  an  application  to  the  Government  Anntiity 
Experience,  1875-1904. 

_LHE  object  of  this  Note  is  to  show  tliat  joint-life  annuity- 
values  based  on  a  combination  of  two  Makeliani  tables  with 
different  constants  can  be  calculated  approximately  from 
joint-life  functions  for  equal  ages,  the  equated  age  being 
found  by  a  modification  of  the  ordinary  uniform  seniority 
method.  The  practical  application  would  be  to  the  calculation 
of  male  and  female  joint-life  annuities  when,  as  in  the 
Government  Annuity  Experience,  1875-1904  (see  J.I.A., 
vol.  xlvii,  p.  QQ),  the  mortality  tables  for  males  and  females 
respectively  have  been  graduated  by  Makeham  formulas  Avith 
different  constants. 

It  will  be  assumed  that  the  select  mortality  tables  are 
merged  in  ultimate  tables  after  the  first  few  years. 

Let  the  constants  of  the  two  tables  be  kt,  s,  (jt,  c  and  K^, 
S,  Gt,  C  (the  ultimate  values  of  lit,  gt,  K^,  Gt  being  h,  g,  K,  G), 
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let  the  force  of  mortality  at'cording"  to  the  c  table  be  /x  and 
according  to  the  C  table  M,  and  let  «[..,] [yj,  a^y  be  the  select 
and  ultimate  joint-life  annuity-values  on  a  life  a*  subject  to 
the  mortality  of  the  c  table  and  a  life  y  subject  to  the'inortality 
of  the  C  table. 

Then  a^.y  =  2t;'5*(/<=^(«'-i)S'GC^'(C'-i) 

and  aMy,  =  ^v%lko .  x'gf'ly'^  .  K,/Ko .  S^Gf'^'/G^^ 

Let  w  be  determined  by  the  equation 

so  that  C«'  —  C^  =  (c«^— c«')  log  eg /log  eG 

and  gm^'=g'"G^"' 

and  let  (c'"  — c-^)loge</,  or  //..../log^c— /i,t,/logeC,  be  denoted  by  r.. 

Then         a^y  =  2^^5^^^"('-'-^>S^(}C"(C'-i)  _  ^(,;.-c")V'-C') 

+  ^(C^-cO^(c--c-Klog,5r)--'  +  ...] 

(where  tPtvw  denotes  the  joint-life  probability  by  the  combined' 
tables) 

=  aww  +  f/3aic+ .)r-y^jf,+ (2) 

where  ic  is  given  by  (1) 

r  =  fjLj../\0geC  —  flu-/\0geC 

and  7,,,/.  —  Xr^iC^—cfftp.aw 

hiimilarly 

But    J/--GC-^-C^  =  ^WIos.-a-./los.G 

=  1  —  >-(logeGo/logeG  —  logegro/logcf/) 

or    1  —  r  (log  Go/log  G  —  log gojlog g) .  very  nearly  ; 
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and  f/f - c")'-'G(c^-C";C' ^ g- rc'/io^',.7(-;  ^'C/iog .g 


+  -,  >-(C%gG</logG-c'log(/</log.7)'^  +  .  ... 


1  +  r  (C'^log  Gr^'/log  G  —  c'^  log  gt/log  g) 

1 

Hence  approximately 

«M[,/i=  [l-r(logGo/logG-loggr)]  [a[„j[,„j  +  r^(„.j[,,j+  -r-^^f^.^^^^^-i-.]  (3) 

where      w  and  ?•  have  the  same  values  as  for  the 
ultimate  annuity 

^[  „,][„,]  =  tvf  (C^logG^/log  G  -  rnoggf/logg)  ti\  ..j  ( ,.] 
and  7[i,]  [,_,j= Si;^  (C^log  G^/log  G  —  c^log  gtj^oggy^tl^a-ii.v] 

The  values  of  ^,  y,  &e.,  increase  somewhat  rapidly  as  the 
equated  age  lo  decreases,  bat  the  successive  powers  of  /• — which 
then  becomes  small — diminish  rapidly.  On  the  other  hand 
when  r  is  relatively  large  /3,  y,  &c.,  are  small.  On  the  whole 
it  seems  probable  that  in  most  cases  occurring  in  practice 
(2)  and  (3)  would  give  fairly  close  approximations  without 
the  inclusion  of  terms  after  7,  and  that  if  the  difference 
between  C  and  c  were  small  the  7  term  might  be  neglected. 

Through  the  kind  offices  of  Mr.  H.  Weatherill,  F.I.A., 
the  values  according  to  the  Government  Annuity  Experience, 
1875-1904,  of  the  3  per-cent  joint-life  annuities  for  equal 
ages  on  two  male  lives,  two  female  lives,  and  male  and 
female  lives  jointly  have  been  supplied  to  us,  by  pei'mission 
of  the  Controller-General,  for  publication  in  the  Journal* 
These  values  are  given  in  the  first  appended  table,  and  in  the 
following  auxiliary  tables  are  given  the  necessary  values  for 
obtaining  for  any  combination  of  ages  between  40  and  80 
(1)  the  3  per-cent  values  of  joint-life  annuities  on  two  male 
lives  or  two  female  lives  and  (2)  the  approximate  3  per-cent 
values,  by  the  method  indicated  above,  of  joint-life 
annuities  on  a  male  life  and  a  female  life.  The  value  of 
1  og Go/log  G  — log gTo/log^  is  approximately  "OSS. 

The  new  Government  tables  afford  a  rather  severe  test  of 
the  suggested  method  of  approximation,  since  the  values  of 

*  We  were  intlebted  in  the  first  instaiiee  to  ^Ir.  D.  S.  Savoiy,  A.I.A.,  for  the 
offer  of  ;i  table— wliich  he  had  calcuhited  independently — of  the  joint-life 
annuities  for  equal  ages  on  two  female  lives,  but  having  been  led  by  this  offer  to 
devise  the  aiiproxiniate  method  of  the  Note  we  have_taken  the  opportunity  of 
publishing  the  othcial  tables  for  two  lives  of  either  sex. — Eds.  J, LA. 
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log'c  difFev  by  as  much  as  ■00(5 — the  log-c  of  the  male  table 
being  -038  (as  in  the  British  Offices  Male  Table)  whereas  that 
of  the  female  table  is  •044.  Nevertheless  it  would  appear 
that  within  the  published  range  of  ages  the  method  gives 
results  sufficiently  accurate  for  most  purposes.  The  following 
are  examples : 

Ultimate  Values. 


Ages 

IV 

;• 

a„.,r 

»-/3„.,r 

1   „ 

2'-y«-,c. 

«  ./ 

Approxi- 
mate 
Value 

True 
Value 

X 

«/ 

45 

55 

49-46 

-  -0322 

11-425 

-•253 

+  ^014 

11186 

11-183 

45 

65 

56-60 

--1184 

9136 

-•433 

•041 

8-744 

8-737 

45 

to 

65'75 

-•3460 

6203 

-•426 

•0+5 

5-822 

5-816 

55 

65 

59-81 

-•0845 

8^089 

-•214 

•010 

7-885 

7-884 

65 

75 

70-15 

-  -2204 

4^907 

-152 

-006 

4-761 

4-758 

55 

45 

52-53 

+  0312 

1 0^455 

+  •178 

•007 

10-640 

10-639 

65 

45 

61-09 

+  •1120 

7-674 

+  •244 

■014 

7-932 

7-931 

75 

45 

70-14 

+  •3210 

4-910 

+  •221 

■013 

5-144 

5-143 

65 

55 

62-27 

+ -0820 

7-296 

+  •155 

-006 

7457 

7-452 

75 

Go 

7201 

+  •2135 

4-396 

+  •114 

•004 

4-514 

4-515 

Select  Values, 
{w  and  r  as  for  Ultimate  Values.) 


Ai 

:e3 

(a +  .3 +^.^7) 

X  -  oasr 

"MM 

'^iciricj 

'•3i,c][ic] 

1   „ 

^'•"TLwir.ci 

Approxi-         „, 

'"'**''             Value 
Value            ^^'""^ 

X 

y 

45 

55 

11-834 

-•263 

+  -014 

+  •012 

11^597        11-593 

45 

65 

9-574 

--459 

■043 

+  •036 

9^194         9-187 

45 

75 

6-705 

-■474 

•049 

+  ■072 

6-352          6-345 

55 

65 

8-547 

-■230 

•Oil 

+  ■023 

8-351          8-350 

65 

75 

5^443 

-•178 

•007 

+  ■038 

5-310 

5-308 

oo 

45 

10^873 

+  -187 

•007 

-Oil 

11056 

11054 

65 

45 

8^141 

+  ■263 

•014 

-031 

8^387 

8^387 

75 

45 

5-416 

+  ■260 

•014 

-•061 

5-659 

5-058 

65 

55 

7-771 

+  ■168 

•006 

-•021 

7-924 

7-920 

75 

65 

4-945 

+  -137 

•004 

-•036 

5-050 

5052 

The  irregularity  of  the  errors  is  due  in  part  to  w  being* 
approximate — a  source  of  error  common  to  all  methods  based 
on  an  equated  age — and  probably  in  part  to  the  fact  that 
fi  and  7,  having  been  calculated  mainly  by  four-figure 
logarithms,  are  only  approximately  correct. 
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Government  Anmiity  E.cperience,  1875-1904.      Value  of  a  Joint-Life 
Annuity  of  1  on  Two  Lire^  of  the  same  age.     Interest  3  per-cent. 


Ages 

Two  Males 

Two  Females 

Male  and  Female 

X 

;r 

At  (late  of 
Purchase 

After 

5  years  from 

Purchase 

At  date  of 
Purchase 

After 

5  j'cars  from 

Purchase 

At  date  of 
Purchase 

After 

5  years  from 

Purchase 

^lx][x] 

«j-.r 

<«[a-]U-] 

c.rj: 

"MM 

^xx 

40 

40 

13-871 

13-563 

15-351 

14-853 

14-559 

14162 

41 

41 

13-591 

13-281 

15-100 

14-605 

14-293 

13-895 

42 

42 

13-307 

12-994 

14-843 

14-349 

14-020 

13-622 

43 

43 

13-020 

12-703 

14-578 

14-087 

13-742 

13-344 

44 

44 

12-728 

12-407 

14-307 

13-818 

13-459 

13-061 

45 

45 

12-432 

12-108 

14-030 

13-543 

13-171 

12-771 

46 

46 

12-133 

11-805 

13-74() 

13-261 

12-879 

12-477 

47 

47 

11-831 

11-499 

13-457 

12-973 

12-582 

12-179 

48 

48 

11-526 

11-189 

13-162 

12-679 

12-280 

11-876 

49 

49 

11-219 

10-877 

12-861 

12-378 

11-976 

11-568 

50 

50 

10-911 

10-563 

12-555 

12-073 

11-667 

11-257 

51 

51 

10-599 

10-246 

12-244 

11-761 

11.355 

10-943 

52 

52 

10-285 

9-928 

11-929 

11-445 

11-041 

10-625 

53 

53 

9-975 

9-609 

11-609 

11-125 

10-725 

10-304 

54 

54 

9-662 

9-289 

11-286 

10-800 

10-407 

9-982 

55 

55 

9-350 

8-969 

10-960 

10-471 

10-087 

9-657 

56 

56 

9-038 

8-650 

10-631 

10-140 

9-766 

9-332 

57 

57 

8-726 

8-331 

10-299 

9-805 

9-446 

9-006 

58 

58 

8-418 

8-014 

9-966 

9-468 

9-125 

8-679 

59 

59 

8111 

7-699 

9-632 

9-130 

8-805 

8-353 

60 

60 

7-806 

7-386 

9-297 

8-791 

8-486 

8-028 

61 

61 

7-505 

7-077 

8-962 

8-450 

8-170 

7-703 

62 

62 

7-207 

(i-770 

8-628 

8-111 

7-855 

7-382 

63 

63 

6-913 

6-468 

8-296 

7-773 

7-543 

7-063 

64 

64 

6-624 

6-170 

7-965 

7-435 

7-235 

6-747 

65 

65 

6-339 

5-876 

7-637 

7-101 

6-930 

6-434 

66 

66 

6-069 

5-588 

7-313 

6-769 

6-630 

6-126 

67 

67 

5-785 

5-306 

6-992 

6-441 

6-335 

5-823 

68 

()S 

5-517 

5-030 

6-676 

6117 

6-045 

5-526 

69 

69 

5-255 

4-761 

6-365 

5-798 

5-761 

5-234 

70 

70 

5-000 

4-498 

6-059 

5-485 

5-484 

4-949 

71 

71 

4-751 

4-243 

5-761 

5-179 

5-212 

4-670 

72 

72 

4-510 

3-996 

5-469 

4-879 

4-948 

4-399 

73 

73 

4-275 

3-755 

5-184 

4-586 

4-691 

4-135 

74 

74 

4-048 

3-523 

4-906 

4-302 

4-441 

3-880 

75 

75 

3-828 

3-299 

4-637 

4-026 

4-199 

3-632 

76 

70 

3-616 

3-084 

4-376 

3-759 

3-965 

3-394 

77 

77 

3-412 

2-877 

4-123 

3-502 

3-739 

3164 

78 

78 

3-214 

2-678 

3-879 

3-254 

3-520 

2-943 

79 

79 

3025 

2-488 

3-644 

3-015 

3-311 

2-732 

80 

SO 

2-842 

2-307 

3-418 

2-787 

3-109 

2-529 
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AuxiLiAiiY  Tables /<)/•  obtaining  (l)  the  Values  of  Joint-Life  Annuities 
on  two  Male  Lives  or  tv)o  Female  Lives,  (2)  the  approximate  Values  of 
Joint-life  Annuities  on  a  Male  Life  and  a  Female  Life — Government 
Annuity  Experience,  1875-1904.     Interest  3  per-cent. 

Two  Male  lAves  : 

(Kx][x+h]  =  Ix+t]  Ix+t]  ',   «x-  •  x+h  =  Ox+t  •  x+t 

Two  Female  Lives  : 

fHy][y+?<]  =  «[?/+T][//+T]  ;   tty  .  y+j,  =  (f'y+T  •  y+1' 

Male  Life  and  Female  Life  : 

«[x][.vi  =  (1  -  ■033r)[a[„,][„.]  +  r/ii„.][«.]  +  ^r^yivAhd]  avproximateltf 
O'xy  =  ^uw  +  ?"/3»-,c  +  ^ r-y^n^,  approximately 

where  ii^xllog  eC  +  MfJlogS^  =  fijlog^c  +  MyJlog^C 

and  r  —  fix/ log  ^c  -  fx^JloggC 


Difference 
of  Ages 

Two  Males 

Two  Females 

Age 

Male  and 

Female 

t 

T 

X 

i"a;/logeC 

M.^/log«C 

Mx/logeC  +  Mj;/logeC 

1 

•51 

•51^ 

40 

•1240 

•0968 

•2208 

2 

1-04 

1-05 

41 

•1280 

•0986 

•2266 

3 

1-60 

1-61 

42 

•1323 

•1005 

•2328 

4 

2-17 

2-20 

43 

•1370 

•1027 

-2397 

/) 

2-77 

2-81 

44 

•1422 

•1050 

-2472 

(> 

3-39 

3-45 

45 

-1478 

•1077 

•2555 

7 

4-03 

4-11 

46 

•1540 

•1106 

•2646 

S 

4-69 

4-79 

47 

•1607 

•1138 

-2745 

<» 

5-36 

5-49 

48 

•1680 

•1173 

•2853 

]() 

6-06 

6-22 

49 

•1760 

•1213 

•2973 

11 

6-78 

6-96 

50 

•1847 

•1256 

•3103 

12 

7-51 

7-72 

51 

•1942 

•1305 

•3247 

13 

8-26 

8-50 

52 

•2046 

•1358 

•3404 

14 

9-02 

9-30 

53 

•2159 

•1417 

•3576 

15 

9-80 

10-11         ' 

54 

•2283 

•1482 

•3765 

16 

10-60 

10-94 

55 

•2418 

•1555 

•3973 

17 

11-41 

11 -78 

56 

•2566 

•1635 

•4201 

18 

12-23 

12-64 

57 

•2726 

•1723 

•4449 

19 

13-06 

13-50 

58 

-2902 

•1821 

•4723 

20 

13-91 

14-38 

59 

-3094 

•1930 

•5024 

21 

14-77 

15-27 

60 

-3303 

•2050 

•5353 

22 

15-64 

16-17 

61 

•3531 

•2183 

•5714 

23 

16-51 

17-08 

62 

-3780 

•2330 

•6110 

24 

17-40 

17-99 

63 

•4052 

•2492 

•6544 

25 

18-29 

18-91 

64 

•4349 

•2672 

•7021 

2() 

19-20 

19-84 

65 

•4673 

•2871 

•7544 

27 

2011 

20-78 

66 

•5026 

-3092 

•8118 

28 

21-03 

21-72 

67 

•5412 

-3336 

•8748 

20 

21-95 

22-67 

68 

•5834 

-3606 

•9440 

30 

22-88 

23-62 

69 

•6293 

-3904 

1-0197 

31 

23-81 

24-58 

70 

•6795 

•4235 

1-1030 

32 

24-75 

25-54         ; 

71 

•7343 

•4601 

11944 

33 

25-70 

26-50 

72 

•7940 

•5006 

1^2946 

34 

26-65 

27-47 

73 

•8593 

•5454 

1-4047 

35 

27-60 

28-44 

74 

•9305 

•5949 

1-5254 

3t; 

28-56 

29-41 

75 

1-0082 

•6498 

1-6580 

37 

29-52 

30-39 

76 

1-0930 

•7105 

1-8035 

38 

30-48 

31 -.37 

77 

1-1856 

•7777 

1-9633 

3« 

31-45 

32-35 

78 

1-2866 

-8520 

2-1386 

d(t 

S9.19 

'i'l-^'l 

79 

1  -SOfiti 

.11*11;^ 

'■^■'i'^^9. 
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w 

Male  and  Female 

«' 

Select  Values 

Ultimate  Values 

B{w  [h] 

7L  «■)[«'] 

Pwvo 

7iii<. 

40 

20-17 

184-8 

19-55 

179-3 

40 

41 

18-41 

151-8 

17-83 

147-1 

41 

42 

16-79 

124-5 

16-25 

120-6 

42 

43 

15-29 

102-0 

14-79 

98-8 

43 

44 

13-92 

83-4 

13-45 

80-8 

44 

45 

12-66 

68-2 

12-22 

6(5-0 

45 

46 

11-50 

55^7 

11-09 

63-9 

46 

47 

10-43 

45-6 

10-05 

44-0 

47 

48 

9-46 

37-3 

9-10 

35-9 

48 

49 

8-56 

30-4 

8-22 

29-2 

49 

50 

7-74 

24^7 

7-42 

23-7 

60 

51 

6-99 

20^1 

6-69 

19-3 

51 

62 

6-31 

16-3 

6-03 

15-6 

52 

53 

5-68 

13-2 

5-42 

12-6 

53 

54 

5-12 

10-7 

4-87 

10-2 

64 

55 

4-61 

8^62 

4-37 

8-21 

55 

56 

4-14 

6-94 

3-91 

6-62 

56 

57 

3-71 

5-60 

3-49 

5-34 

57 

58 

3-32 

4-50 

312 

4-29 

58 

59 

2-97 

3-62 

2-78 

3-44 

59 

60 

2-66 

2-92 

2-47 

2-76 

60 

61 

2-37 

2-34 

2-20 

2-20 

61 

62 

2-11 

1-87 

195 

1-75 

62 

63 

1-88 

1-50 

1-73 

1-39 

63 

64 

1-68 

1-20 

1-53 

Ml 

64 

65 

1-49 

•96 

1-35 

•88 

65 

66 

1-33 

•77 

1-19 

•70 

66 

67 

1-18 

•60 

1^04 

•55 

67 

68 

1-04 

•48 

•915 

•44 

68 

69 

-928 

•37 

•801 

•34 

69 

70 

-822 

•29 

•701 

•27 

70 

71 

-728 

•23 

•612 

•22 

71 

72 

-643 

•18 

•533 

•17 

72 

73 

-568 

•14 

•463 

•13 

73 

74 

•502 

•11 

•401 

-10 

74 

75 

•444 

•09 

•347 

•08 

75 

76 

•393 

•07 

•301 

•06 

76 

77 

-347 

•06 

•259 

•05 

77 

78 

•307 

•05 

•223 

•04 

78 

79 

•273 

•04 

•192 

•03 

79 

80 

•241 

•03 

•164 

•02 

80 
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LEGAL   NOTES. 
By  William  Charles  Sharmax,  F.I.A.,  Barrister-at-Lavi: . 

It    is  a  well  Imown  legal  principle  that  a  policy  of 

Policy  issued  .  ,  ,  o         x  j.  j.  ^^ 

comp^an'esTrt"  Hfc  assuraiice  is  iiot  in  general  a  contract  of  indemnity, 
toerll  expl'iies  but  au  impoiiant  exception  to  this  rule  has  recently 
contractor        bcen  madc  in  the  case  of  Goldstein  v.  Salvation  Army 

Indemnity.  •' 

Assurance  Society  (1917)  2  K.B.  291. 
The  action  was  brought  to  recover  £14  16s.,  under  a  policy 
•of  insurance  entered  into  between  the  plaintiff  and  the  defendants 
on  12  April  1912,  upon  the  life  of  the  plaintiff's  mother,  who 
died  on  19  May  1916.  The  policy  recited  that  a  proposal  had 
been  made  by  the  plaintiff  to  ''  effect  an  insurance  on  the  life  of 
■"  the  assured,  Sarah  Goldstein,  for  the  purpose  of  providing 
■*'  money  to  be  paid  for  the  fmieral  expenses  of  the  assured." 

The  plaintiff  had  maintained  his  mother  for  several  years 
and  had  insured  her  life  in  various  insurance  societies.  He 
alleged  he  had  spent  £.53  16s.  on  her  funeral  expenses,  which  sum 
included  £16  85.  2d.  for  a  tombstone.  He  had  received  from  the 
■other  societies  £39,  and  claimed  £14  16s. — the  difference  between 
£53  16s.  and  £39. 

The  county  court  judge  gave  judgment  for  the  plaintiff  and 
the  defendants  appealed. 

The  policy  w^as  issued  under  s.  36  ss.  (1)  of  the  Assurance 
Companies  Act,  1909,  which  includes  among  the  purposes  for 
Avhich  collecting  societies  and  industrial  assurance  companies 
may  issue  policies,  money  to  be  paid  for  the  fimeral  expenses 
•of  a  parent. 

It  was  held  on  appeal  before  Rowlatt,  .T.,  and  McCardie,  J., 
that  if  the  appellants  desired  there  should  be  a  new  trial  before 
the  county  court  judge  to  decide  how  much  actually  had  been 
expended,  and  whether  such  expenses  were  reasonable. 

In  the  course  of  the  judgment  Rowlatt,  J.  said  :  '"  The 
"  effect  of  s.  36  ss.  (1)  of  the  Assurance  Companies  Act  is  not  to 
"  create  a  new  insurable  interest,  but  enables  a  person  to  assure 
"  that  particular  disbursement  which  he  apprehends  as  a  moral 
"  obligation  he  may  have  to  make,  and  that  it  falls  to  the  tribunal 
'•  before  whom  the  claim  is  preferred  when  death  happens  to 
"  enquire  what  that  amount  is.  What  occurs  if  the  funeral 
"  expenses  are  insured  several  times  over  it  is  not  easy  to 
■"  determine.     For  the  present  purpose  it  is  enough  to  say  that 


302  Legal  Notes.  [Oct.- 

it  lias  been  decided  in  Wolenheirj  v.  Jiot/cd  Co-operafice  Col- 
lecting Societf/''  (J././l..vol.xlix,  p. 359)  '-that  if  at  the  time  of 
action  the  plaintiff  has  abeady  recovered  nnder  other  policies 
the  full  amount  of  the  fimeral  expenses  paid  by  him,  then  no 
further  amount  can  be  recovered  under  another  policy.  In 
the  present  case  the  plaintiff  must  prove  that  £53  IGs.  has 
been  spent  in  funeral  expenses  Avhicli  are  proper  and 
reasonable."" 

McCardie,  J.,  said  :  "  I  agree  Avith  my  learned  brother  that 
s.  36  must  be  interpreted  so  as  to  effect  the  object  of  the 
Legislature,  which  was  to  enable  poor  people  by  means  of 
insm'ance  to  provide  decent  fimeral  arrangements  which 
otherwise  they  could  not  themselves  supply.  I  need  not 
attempt  an  enumeration  of  funeral  expenses,  but  I  think  it 
was  quite  open  to  the  learned  judge  to  find  that  the  cost  of  an 
ordinary  stone  or  tablet  upon  the  grave  containing  the  body 
of  the  dead  is  a  funeral  expense  within  s.  36.  In  my  view  the 
learned  judge  that  tries  a  case  of  this  sort  should  not  unduly 
extend  the  operation  of  the  section. 

"  AMiether  in  the  present  case  a  tombstone  is  a  reasonable 
'  item  of  expense  is  a  question  of  fact  for  the  learned  judge  to 
'  determine,  and  when  he  deals  with  the  new  trial  he  ought  to 
'  remember  that  the  policy  is  a  mere  indemnity  policy.  I  agree 
'  that  the  sum  of  over  £50.  which  was  put  forward  by  the 
'  plaintiff  as  the  expenses  appropriate  to  the  burial  of  his  mother^ 
'  is  a  sum  so  large  as  to  justify  the  learned  judge  in  making  a  full. 
'  and  critical  enquiry  into  the  facts  and  items  and  the  payments 
'  in  the  other  cases.  I  agree  that  there  should  be  a  new  trial. 
■  for  the  reasons  given  bv  mv  learned  brother."" 


The  case  of  Higf/iHS  v.  Paivson  33  T.L.E.  233  dealt 

Mortgage ofiife   ^^.-^j^   ^j^^    qucstiou   whethcr  thc  trustces  under  a 

Trustees  entitled  .  „  .  .  ,  .        j 

to  continue  to      Settlement  of  personal  propertv  who  have  received 

pay  income  A  j:       j.  . 

to  beneficiary,  j^oticc  of  a  mortuajic  of  the  life  interest  are  entitled 
to  continue  to  pay  the  hicome  to  the  beneficiary  until  notice 
has  been  given  them  to  pay  the  income  to  the  mortgagee.  It 
was  decided  they  were  entitled  to  do  so.  The  facts  are  as 
follows  : 

One  of  the  defendants,  J.J.  Pawsou.  was  tenant  for  life,  under 
a  settlement  of  which  the  other  defendants  were  the  trustees,  of 
certain  fmids  of  personal  estate.     In  September  1914  Mr.  Pawsou 
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assigned  his  life  ijiterest  to  the  plaiiitiii  to  secure  a  sum  of  money 
aud  interest  thereon,  the  interest  being  payable  half-yearly. 
On  6  January  1916,  the  plamtiff  commenced  the  present  action 
against  Mr.  Pawson  and  the  trustees,  claiming  not  only  to  have 
the  seciu'ity  enforced  by  foreclosure,  but  to  have  the  triistees 
declared  personally  liable  for  the  income  paid  by  them  to 
^Ir.  Pawson  from  the  date  of  the  mortgage.  The  plaintiff  in 
November  1914,  had  given  the  trustees  the  usual  notice  of  the 
■mortgage,  and  they  had  duly  acknowledged  receipt  of  it,  but  he 
had  never  given  them  notice  or  requested  them  to  pay  the 
income  to  himself. 

Sargant,  J.,  after  giving  the  plaintiff  the  usual  judgment  for 
foreclosure,  said  that  the  claim  against  the  trustees  was  very 
unusual,  bold  stnd  almost  preposterous.  It  was  contended  on 
behalf  of  the  plaintiff  that  the  notice  to  the  tiaistees  of  the 
'Charge  was  equivalent  to  an  entry  into  possession  of  the 
mortgaged  life  interest.  Certainly  none  of  the  parties  thought 
"the  notice  was  given  with  that  intent.  In  Dearie  v.  Hall 
(1828)  (3  Puss.  1,  2  L.J.  (O.S.),  Ch.  62)  Lord  Lyndhurst  in 
his  judgment  described  the  act  of  giving  the  trustees  notice 
as  ■■  in  a  cei-tain  degree  ''  taking  possession  of  the  fund,  and  no 
authority  had  been  produced  which  laid  down  the  proposition 
put  forward  on  behalf  of  the  plaintiff.  In  the  case  of  real 
•estate,  whether  the  estate  were  one  in  fee  simple  or  only  for  life, 
undoubtedly  the  mortgagor  remaiiied  in  possession  of  the  rents 
and  profits,  and  his  Lordship  was  not  prepared  to  say.  without 
very  definite  authority,  that  the  mere  giving  a  notice  of  a 
mortgage  on  the  income  of  personal  estate,  without  more,  had 
■any  further  result  than  in  the  case  of  a  notice  oi  a  mortgage  on 
real  estate.  His  Lordship  was  of  opinion  that  the  plaintiff  was  not 
•eiititled  to  charge  the  trustees  with  payment  of  the  income  of  the 
funds  in  the  manner  claimed  ;  but  even  if  he  were  wrong  in  the 
view  he  took,  it  would  be  a  case  in  which  the  trustees  ought  to  be 
absolved  from  such  liability  by  virtue  of  the  powers  conferred 
upon  the  court  by  s.  3,  ss.  (1),  of  the  Judicial  Trustees  Act,  1896. 


A  case  of  some  interest,  dealing  with  the  validity  of  a 
on \'if"Jf°au'en''^  Hfc  ESSUTance  policv  on  the  life  of  an  alien  enemy , 

is  that  of  Selignum  v.  Eacjle  Insurance  Co.  (1917) 
1  Ch.  519.     The  facts  are  as  follows  : 

Prior  to  the  outbreak  of  war  an  alien  effected  two  policies 
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on  his  own  life  with  an  insurance  company  and  assigned  them  to 
the  company  by  way  of  mortgage  to  secure  a  loan,  and  he  and 
liis  sureties  jointly  and  severally  covenanted  with  the  company 
to  repay  the  loan  with  interest,  and  also  to  pay  the  annual 
premiums  on  the  policies.  On  the  outbreak  of  war,  the  assured 
became  an  alien  enemy  and  left  the  country.  Afterwards  one  of 
the  sureties  paid  to  the  company  the  premiums  as  they  accrued 
due  from  time  to  time,  which  the  company  accepted,  with  the 
reservation  that  they  did  not  warrant  the  validity  of  the  policies . 
Subsequently  the  surety  tendered  the  amount  due  on  the  mort- 
gage and  claimed  an  assignment  of  the  policies  which  the  company 
refused  to  execute  without  a  similar  reservation. 

It  was  held  that  while  the  right  of  the  policyholder  is  sus- 
pended during  the  war,  the  pohcies  were  not  voided  merely  by 
the  assured  becoming  an  alien  enemy,  that  the  payment  to  and 
receipt  by  the  company  of  the  premiums  from  the  surety  did  not 
involve  illegal  intercourse  with  the  enemy,  and  that  the  surety 
on  payment  of  what  was  due  imder  the  mortgage  Avas  entitled  to 
an  assignment  of  the  policies  without  reservation. 

In  the  course  of  his  judgment  Neville,  J., said :  "  The  right  of 

''  the  policyholder  is  clearly  suspended  dm'ing  the  war.  and  were  he 

"'  to  die  to-morrow  his  executors  could  recover  nothuig  from  the 

'  company,  but  whenever  peace  is  restored  between  the  coimtries 

■  normal  relations  in  this  regard  will  be  resimied.  and.  although  the 

■  right  of  the  policyholder  is  undoubtedly  suspended,  if  the  policy 
'  itself  is  not  made  void  either  at  the  time  when  war  was 
'  declared,  or  at  the  time  when  the  current  year  of  the  poUcy 
'  ran  out,  I  can  see  nothing  illegal  in  the  acceptance  of  the 
'  premiums  by  the  company,  because  no  benefit  can  accrue 

■  to  the  enemy  alien  at  all  as  the  result  of  the  payment  of  his 
'  premium  ;  but  \\hat  will  result  is  that,  perhaps,  some  day 
'  somebody  who  is  not  an  enemy  aUen  may  have  a  right  to  sue 
'  the  company  for  the  amount  assured.  It  seems  to  me  this  is 
■,one  of  those  cases  where  the  right  is  suspended. 

"  I  come,  therefore,  to  the  conclusion  that  the  company 

■  were  bound  to  hand  over  the  securities  without  reservation  to 
'  the  surety  upon  payment  of  the  debt,  and  that  the  limitations 
'  they  propose  to  insert  in  the  assignment  are  not  justified." 
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ACTUARIAL     NOTES. 

Summation  Formiihv  introducing  Second  Difference  Errors, 
and  Foi'muln^  correct  to  Third  Differences  derived  there- 
from.    By  A.  D.  Watson,  A.I.A. 

±N  the  last  number  of  the  Journal  (vol.  1,  p.  259),  it  was  pointed 
out  as  a  matter  of  theoretical  interest  that  a  graduation  of 
i-olog  fx  free  from  inti'oduced  error  can  bo  obtained  by  combin- 
ing in  proper  proportions  graduations  thereof  b}^  two  formulse, 

each  introducing  a  second  difference  error  of  +  th^o  provided 

the  net  introduced  error  in  ySc-^'  is  positive  in  one  graduation 
and  negative  in  the  other.  Karup's  19-term  formula  and 
jNlr.  Spencer's  original  21-term  formula,  each  modified  so  as 

to  introduce  an  error  of  +  v^^oj  were  suggested  as  formulae 

suitable  for  graduating  colog  pj,.  (without  combination)  on 
account  of  high  smoothing  power  and  smallness  of  introduced 
error.  The  results  of  a  graduation  of  the  O^  New  Data  by 
the  latter  formula  and  also  by  the  same  formula  with  reference 
to  colog  Pj  ,  O^'",  were  given  in  comparison  with  a  graduation 
of  the  same  data  by  Mr.  Spencer's  New  21-term  formula.* 
It  is  the  object  of  the  present  Xote  to  show  (1)  that  the 

introduced  error  of  +     ^/^may  be  wholly  eliminated  from 

formulae  of  this  class,  giving  formulas  correct  to  third 
differences  with  substantially  the  same  smoothing  power ; 
(2)  that  by  eliminating  a  part  thereof  or  increasing  the  same, 
formulas  free  from  error  Avh en  applied  to  graduate  colog  p^? 
may  be  obtained ;  and  (3)  that  by  an  extension  of  the  same 
](rinciples  additional  formulas  correct  to  third  differences  may 
1)6  deduced.  In  Table  IV,  appended,  three  series  of  formulas 
arc  shown,  formulse  (c)  and  {d)  of  each  series  being  constructed 
as  suggested  in  (1)  and  (2)  above,  respectively.  Mr.  Spencer's 
new  21-term  formula  is  included  as  it  was  specially  designed 
for  the  graduation  of  colog  p^;.  In  Table  Y  are  given  formulas 
constructed  as  suggested  in  (o)  above. 

*  A  balanced  error  occurred  in  the  graduation  and  consequently  the  figures  in 
Tables  I  and  II  of  the  Note  do  not  compare  so  favourably  with  Mr.  Spencer's  as 
they  should.  It  is  thought  unnecessary  to  give  the  corrected  figures  in  estenso, 
as  thd  characteristics  of  the  graduations  remain  unchanged.  A  summary  of  the 
totals  is,  however,  given  in  Table  II  of  this  Note,  along  with  similar  figures  for 
formula  3  {d)  of  Table  IV  herein.  Formula  3  {h)  of  this  Note  is  No-'s  of  the 
fonner  Note. 
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As  the  substitution  of  [m-f  1]  [n  —  1]  or  [m  — 1]  [^i+l] 
for  [m]  [n],  m  and  n  being*  odd,  in  the  operator  of  a 
summation  formula,  correct  to  third  differences,  introduces  an 

error  of  +  y^jho  it  is  evident  that  this  error  can  be  eliminated 

] 

by  adding  to  the  operand   —j^ho  or  an  equivalent,  as  for 

1  . 

example,  — -- (6o  +  fe±i),  whicli  may  be  conveniently  used  in 

oO 

the  case  of  the  Friendly  Society  formula. 

For  illustration  the  Friendly  Society  formula,  l(^),  which 

is  the  same  as  Higham's  formula    l^-,i- {^<o~~(^o+&±])  }    with 

the    operator   modified   to      ^797^"         ^^^J   ^^    taken.     To 

correct  for  the  introduced  second  difference  error  the  formula 
may  be  Avritten 

0— -^20 I   ""  36  v'^o  +  *^±i''  I 

_[4][5][6](  )       [4]  [5]  [6] 

— j-20 1^*0— l^j  +  ^±ijj l20x~36~  ^  ^     ^^^ 

whence  it  is  seen  that  for  graduation  the  necessary  correction 
is  easily  made,  and  that  for  an  investigation  of  the  change  in 
smoothing  power,  so  far  as  this  may  be  done  without  actual 
trial,  it  is  only  necessary  to  investigate  the  change  due  to 

■     -j^*,     qa     (^o  +  &±i).     The  operand  of  this  expression  is  very 

simple  when  written  in  terms  of  the  coefficients  of  n,  and 
consequently  the  investigation  is  not  difficult.  To  ascertain 
the  change  in  the  smoothing  coefficient  it  is,  of  course, 
necessary  to  correct  the  coefficients  of  A^m  of  the  original 
formula  by  the  amount  of  the  coefficients  of 

before  squaring. 

The  same  observations  hold,  mutatis  mutandis,  for 
formulae  2  (b)  and  (c),  and  3  (fc)  and  (c). 

It  will  be  noticed  on  comparison  of  formula)  (b)  and  (c)  in 
each  of  the  three  series  in  the  Table  IV  appended  that  the 
increase  in  the  negative  error,  when  i[^:=colog  px,  due  to  the 
elimination  of  all  the  positive  error,  is  but  a  small  percentage 
of  the  positive  error  so  eliminated.     Since  for  any  given  value 
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of  log  c  the  positive  (second  difference)  eiTor  is  proportional 

<P    .    . 
to  tlie  coefficient  of  -^— ,,  it  is  a  simple  matter  to  calculate  the 
(la:- 

percentage  of  the  full  second  difference  error  which  must  be 

retained  in  order  that  positive  and  negative  errors  may  balance 

Avhen   cologpx-  i"^   graduated,  assuming  that  equal 


increases 
increases 


in  the  positive  error  are  accompanied  by  equal  -, ^— ^  in  the 

'■  1^1        decreases 

total  negative  error.    The  formula  may  be  expressed  as  follows, 

namely,  j  Total  error  factor  formula  (c)  less  net  error  factor 

formula  (6)}a;  =  Total  error  factor,  formula  (c), 

As  an  illustration  we  have  from  formula)  1  {h)  and  1  (c), 

taking    logc  =  -039,      (448920 +  242297>= 448920,     whence 

.r'  =  64*95  per-cent.     In  a  similar  maunei-  all  the  percentages 

shown  below  were  calculated. 


Table  1. 

Shmiing  the  percentage  of  fliefidl  second  difference  error  to  be  retained  in 
m'dei-  to  obtain  a  formula  in  v:hich  positive  and  negative  eirors 
balance  ivhen  cologp^  is  graduated. 


^0.  or  Formula  in  Table  1\' 

Value  of  log  loc 

-038 

-039 

•040 

1(A) 
2  (i) 
3(6) 

61-70 

74-f)5 

118-53 

64-95 

78-58 

124-74 

68-28 

82-60 

13110 

In  the  case  of  formula  1  (d)  64  per-cent  was  taken,  for  by  so 
doing  the  operand  assumes  the  simple  form  »o  — *01(&o  +  &±i) 
which  is  easy  to  apply.  In  the  case  of  formula  3  [d)  124" 72 
per-cent  was  used  so  as  to  obtain  a  terminal  decimal  in  the 
correction  factor,  simplifying  slightly  the  investigation  of 
smoothing  power.  It  will,  however,  be  observed  that  the 
unbalanced  error,  formulae  (d) — logc  =  '039 — can,  to  the  last 
place  of  decimals,  be  accounted  for  by  the  fact  that  the 
percentages  obtained  by  the  above  formula  were  not  used. 
Therefore,  for  any  given  value  of  log  c  it  is  an  easy  matter  to 
modify  a  formitla  involving  a  positive  second  difference  error 
so  as  to  eliminate  all  error  in  cologpj.. ;  and  when  any  other 
function  is  to  be  o-vaduated  the  full  second  dift'erence  error 
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can  be  eliminated,  resulting  in  a  formula  involving  an  error 
of  the  fourth  and  higher  orders.  In  the  case  of  an  actual 
graduation  thei'e  would  usually  bo  no  object  in  departing  from 
the  theoretical  correction  factor,  for  any  assumed  value  of 
log  c,  unless  to  take  advantage  of  n,  simpler  form  as  in  the 
case  of  the  Friendly  Society  formula.  Generally,  the  most 
suitable  value  of  log  c  will  not  be  known,  and  if  at  a  first  trial 
the  difference  betv/een  the  actual  and  expected  deaths  is 
material  a  change  in  the  correction  factor  can  be  made,  and 
if  the  graduation  is  an  important  one  a  third  trial  should  make 
the  actual  and  expected  deaths  agree  almost  exactly.  It  is 
not  suggested  that  this  should  be  done  in  practice  or  that 
more  satisfactory  results  would  thus  be  arrived  at  than  in 
some  such  wav  as  suggested  by  Mr.  Spencer  (J. I. A.,  vol.  xli, 
p.  380). 

As  would  be  expected  there  is  no  great  difference  in 
smoothing  power  between  formuhe  (b),  (c)  and  (d)  of  each  of 
the  three  series.  Formula  3  {d)  shows  slightly  increased 
smoothing  power  over  3  (c),  due  to  the  fact  that  it  is  necessary 
to  further  increase  the  second  difference  error  in  order  to 
balance  the  negative  error  due  to  the  fourth  and  higher 
differences.  For  the  graduation  of  cologpj.  a  formula  con- 
structed after  the  manner  of  3  (tZ)  would  appear  to  be  specially 
suitable.  A  summary  comparison  of  graduations  of  colog^.,- 
O^  New  Data  by  three  formultc  shown  in  Table  lY  is  given 
below. 


Table  II. 


Item  (■oiuiiarcfl 

1 
Formula  No.  in  Table  I\' 

4 

3(6) 

3(b) 

with 

reference  to 

0M(5) 
as  standard 

■3(d) 

Deviation — c'xj)ected  deaths   ... 

less  actual 
Accumulated    deviation,    quin- 
quennial groujis 

1     .Sum  of  IQr'A'q^             

(   +217 
/  —222 
<  +    82 
(  -199 
»~  +183 
K.  -126 

+  237 
-243 
+  102 
-195 
+  175 
-120 

+  244 
-242 
+  116 
-143 
+  173 
-118 

+  242 
-242 
+  10G 
-157 
+  175 
-120 

From  the  above  it  will  be  noted  that  by  formula  3  (d)  the 
actual  and  expected  deaths  agree  exactly.  Formula  3  (b)  with 
reference  to  O'^''^  as  standard  would  probably,  in  general,  give 
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quite  as  good  results  as  o  [d),  and  is  perliaps  slightly  easier  to- 
apply.* 

To  obtain  formula)  {d)  Table  1\  the  correction  factors 
used  were  determined  on  the  assumption  that  log  joC  =  "039,  but 
the  introduced  errors,  positive  and  negative,  are  shown  for  the 
same  formulje  when  log  c  =  "038  and  -04,  to  ciuible  an  opinion 
to  be  formed  as  to  the  importance  of  the  introduced  error  in 
cologpa;  when  the  true  average  value  of  log  c  tlirougliout  mny 
differ  from  the  value  assumed. 

In  most  tables  which  have  been  Makehamized,  the  value 
of  losr  c  used  falls  within  the  limits  "038  and  •040.  Nev^ei-theless 
the  true  values  applicable  to  various  sections  of  the  same  table 
would  in  all  probability  show  much  wider  variations.  In  a 
cognate  connection  Mr.  Spencer  remarks  [J.I. A.,  vol.  xli,  p. 405) 
that  "  the  absolute  magnitude  of  the  error  would  probably  not 
"  be  increased  in  the  same  proportion,  as  tlic  increase  in  c 
"  would  in  all  likelihood  be  accompanied  by  a  decrease  in 
'•  yS  or  B."  To  add  interest  to  this  point  there  is  given  in  the 
following  table  a  comparison  of  the  A^alues  of  qx  deduced  from 
the  constants  calculated  by  Mr.  King  {J.I.A.,  vol.  xli,  p.  532) 
from  the  0^  '  unadjusted  data,  ages  80  to  98,  Avith  the  values 
of  5j.  after  making  allowance  for  the  error  which  would  be 
introduced  if  Mr.  King's  values  of  colog  jJj,.  w'ere  graduated 
by  formuUo  {d)  and  4  of  Table  IT.  The  ^'s  of  the  official 
sJrraduation  arc  also  ii'ivcn. 


Talle  III. 


Age 

Official 
Graduation 

King's 

Constants 

Formula  i:r  Taii  r   1\ 

1(^0 

2{d) 

3  {d)               4. 

SO 
85 
90 
94 

•13850 
-20569 
•30075 
•40000 

-15377 
■20091 
•27861 
•37431 

•15572 
•20084 
•27849 
■37413 

•15570 
■20082 
•27846 
•37409 

•15568     '.     ■15583 
■20077          •20103 
•27837          ^27882 
•37396          ^37460 

It  will  be  noted  that   the  introduced  error  is  in  all  cases 
trifling   in    comparison    with    the    departure    of    the    official 

*  The  coiTcction  to  be  made  to  cologpx  when  graduated  by  fonmila  No.  3  {b)  of 
this  Note  with  reference  to  colog^jj.,-,  O^'",  are  to  be  found  in  J.I. A.,  vol.  1, 
p.  265,  where  the  fornmhi  is  designated  as  foruuila  No.  8.  The  values  of  ^e*  arc 
.ilso  given  so  that  the  correctiousj  for  any  other  forniuhi  in  Table  IV  may 
similarly  be  obtained  by  multiplying  /3c^  by  the  error  factor  shown  in  said 
table  for  logi„c  =  -039.  The  values  of  /3t-^  at  ages  20  and  74  sliould  be  •0002842. 
and  '0362744, respectively. 
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gi-aduation  from  that  by  Mr.  King's  constants,  notwithstanding 
that  Mr.  King's  vahie  of  log  c  is  •059605  ns  against  "039 
assumed  in  the  constrnction  of  formula?  {d). 

In  the  same  manner  in  Avhich  formula?  (c)  were  derived 
from  formula)  [h)  by  modifying  the  operand  of  the  former,  so 
also  formuhie  correct  to  third  differences  may  bo  obtained  from 
tiny  operator  combined  with  any  operand  by  modifying  the 
said  operand  so  as  to  eliminate  the  error  which  "would  otherwise 
remain  in  the  formula.  General  summation  fonnuhi;  have 
long  been  available,  but  it  has  been  recognized  that  only  a 
very  limited  number  of  particular  formula)  based  thereon  were 
practically  useful.  Perhaps  nearly  all,  except  the  well-known 
formula)^  would  lack  facility  of  application  and  the  essential 
•quality  of  smoothing  power.  It  would  be  extraordinary  if  this 
'were  not  so,  bearing  in  mind  the  limitations  that  the  operator 
and  operand  must  be  so  chosen  that  when  the  formula  is 
expressed  in  terms  of  »o  and  its  central  differences  the  positive 
and  negative  coefficients  of  ho  will  exactly  balance,  the 
coefficients  in  the  operand  being  integral  and  conveniejit  in 
application.  When,  however,  the  operand  is  modified  as 
already  illustrated  many  formuli\3  may  be  obtained  reasonably 
facile  in  application  with  the  arithmometer  and  giving 
■excellent  results  in  comparison  with  formula)  of  equal  range 
heretofore  published.  A  few  of  these  formula)  are  given  in 
Table  V.  To  avoid  confusion  they  are  numbered  consecutively 
with  those  in  Table  IV.  It  is  not  suggested  that  these  are 
the  best  formula  which  can  bo  obtained  in  this  way  :  they 
are  given  as  examples  only. 

No.  5  may  be  compared  with  Mr.  Spencer's  15 -term 
formula. 

No.  6  should  give  substantially  bettor  results  than  No.  2  (a) 
(Dr.  Karup's  19-term  fonnula)  being  almost  identical  wnth 
No.  2  (c) .  The  sum  of  the  squared  coefficients  in  the  operand 
of  No.  6  is  1*45  against  1"4  in  No.  2  {a).  The  operand  might 
^Iso  be  written 


|2»o+    ,^0^±l-"±3)| 


48 

the  sum  of  the  squared  coefficients  being  1"50,  but  the 
smoothing  power  would  not  be  quite  so  good. 

No.  7  compares  favourably  with  3  (c)  and  is  rather  easier 
to  apply. 

No.  8  has  high  smoothing  power  for  a  21-term  formula. 
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but  the  operand  is  a  little  complicated.     It  may,  liowever,  be 
written 

r68     ^         ,  23        1 

which  would  not  take  much  additional  time  to  apply. 

might  also  have  been  chosen  as  operand  giving-  a  smoothing 
coefficient  of  :._;^,thc  sum  of  third  differences  'llO  and  the 

sum  of  the  5  central  coefficients  •7G4. 

Nos.  9  to  13  are  23-term  formuliB  showing  varying  degrees 
of  wave-cutting  and  pressure  on  the  humps  and  hollows, 
passing  into  formula^  of  high  smoothing  power.  These 
formula)  suggest  the  extent  to  which  the  principles  liercin 
outlined  may  be  applied  to  produce  a  formula  suitable  for  any 
particular  purpose. 

Nos.  14  and  15  are  given  as  examples  of  2o-terni  formuhv 
of  high  smoothing  power.  In  15  it  will  be  noted  the 
coefficient  of  the  central  term  in  the  operand  is  zero.  This  in 
some  measure  flattens  the  coefficient  curve. 

Nos.  16  and  17  are  given  as  examples  cf  27-term  fonnula) 
with  high  smoothing  power,  being  substantially  higher  than 
Mr.  Kenchington's  and  with  less  error.  However,  they  In-ing 
less  pressure  on  the  waves. 

To  apply  a  formula  of  the  type  suggested  the  necessary 
modification  of  the  operand  should  not  usually  take  more  than 
one  hour,  and  in  some  cases  the  advantage  may  be  considered 
worth  the  additional  time.  It  is  interesting  to  note  the  great 
variety  of  forniuho  Avhich  can  be  derived  from  modifications 
of  the  operand  of  Mr.  Spencer's  original  21-term  formula, 
namely  (2?/o+n±i  —  ?' ±3),  which  when  sufficiently  modified  as 
herein  indicated  becomes  2(no  +  v±i  —  v ±y)  and  passes  through 
all  the  other  variations  shown.  In  fact,  with  this  one  0]jerand 
formula;  correct  to  third  differences  of  19  terms  and  over  may 
be  produced,  giviug  rather  more  satisfactory'  results  than 
the  usual  summation  formula;  hitherto  published,  although 
generally  slightly  more  laborious  to  apply. 
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Table  V. 
Classification  and  Analysis  offormido'. 


[3l[4][6](  29,  ,-) 

ffflE{ -..«.....  1(4.-.,,] 


[3][o][iiir 

ld5       \"'"  ■  96 


7fi,  .-1 

"0+  nc(«±l— ^±3)  J- 


[5][fi][8]C         fil         _         1 


l5][6][8](-..       fil 


«o+  <,H("±i-«r3) 


'6][7][8](  73,  ,) 


r6][7][8]f 


"  +  2  +  2    ~(«:fl-!f-3) 


[6][7][10]r         91,  ,-. 

r6]r8][f)]f      89,  .■) 


Number 

of 
Terms 


Coefficient 
of 


15 


19 


21 


21 


23 


23 


23 


23 


23 


27 


27 


4-49 


815 


1311 


13-55 


37-00 


30-66 


25-10 


2052 


19-25    -701 


Sum  of 
coetfieients 
of  five 
central 
terms 


26-28 


27-28 


39-83 


37-83 


-901 


-832 


•759 


•756 


-465 


-541 


•605 


■694 


•664 


•660 


■592 


•613 


Sum  of 
tliird 
difference: 
irrespec- 
tive of 
sifrn 


•279 
-146 
-097 
■108 
-247 
-164 
■135 
■118 
■076 
•060 
•066 


■044 


Sraootliing 
coeflieient 
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Surrender  Values  of    AUered-Class  Policies.     By  Alex.\ndek 
"Fraser,  F.I.A.,  F.F.A. 

vj  ASES  are  now-a-clays  frequent  where  the  class  of  assurance 
changes  during  the  currency  of  a  policy,  such  as  alterations 
from  whole-life  to  endowment  assurances,  or  from  pure 
endowment  to  whole-life  or  endowment  assurance,  as  in  the 
children's  deferred  assurances  now  so  common.  The  quotation 
of  surrender- values  of  such  policies  after  alteration  is  often 
irksome,  unless  a  regular  scale  has  been  worked  out,  as  care 
must  be  taken  to  quote  for  some  years  a  value  both  fair  in 
itself,  and  consistent  with  the  surrender-value  before  conver- 
sion, and  this  may  involve  the  comparison  of  several  different 
calculations.  The  following  general  method  may  be  found 
useful  in  many  cases,  as  it  is  simple  and  may  be  modified  so 
as  to  fit  in  with  the  various  rules  of  offices  in  their  quotations. 
The  surrender-value  immediately  after  conversion  should 
be  approximately  equal  to  the  value  before  conversion,  and  if 
the  plan  is  adopted  of  making  it  exactly  the  same,  the  effect 
is  to  give  an  equation  from  which  may  be  found  the  net 
premium  for  use  during  the  remainder  of  the  policy's  existence. 
The  equation  is  V'  =  A  — Tr'a,  whence  7r'=  (A  — V')-i-a,  where 
V  is  the  surrender-value  before  conversion,  and  A  and  a  are 
the  respective  assurance  and  annuity-values  in  the  altered 
policy.  For  instance,  neglecting  bonuses,  if  a  policy  is 
changed  at  ag-e  x  from  a  whole-life  to  an  endowment 
assurance  for  m  additional  years 

,     A,^|-V^  V 

"^    — 1~^ ='7rim|—  — - 

The  value  of  the  policy  after  n  further  premiums  have 
been  paid  will  then  be 

V 


/  _     y;\      

V  a.C7;iK 


—n.  V  '.c,a,  +  V        — - 

*  The  Editors  point  out  that  similar  formulas  have  been  given  by  Mr.  A.  K. 
Blackadar  {Transactions  Actuarial  Soeiecy  of  America,  Vol.  iv,  p.  26),  for  use  in 
coauectiou  with  returns  under  the  Canadian  Life  Insurance  Act,  1877,  but 
suggest  that,  notwithstanding,  the  insertion  of  this  Note  in  the  Journal  may  be 
convenient  for  reference. — A.F. 
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Therefore  the  policy  may  be  valued  by  the  ordinar}'  rules  of 
the  office  as  a  new  assurance  effected  at  age  x,  with  the 
addition  of  the  value  before  conversion  multiplied  by  the 
complement  of  the  new  policy  value.  The  expression  may 
usually  be  more  conveniently  written 

Where  a  reversionary  bonus  has  been  added  before  con- 
version, its  original  and  increased  values  are  added  to  the 
two  sides  of  the  original  equation  for  V,  so  that  the  increase 
in  the  value  of  the  bonus  at  date  of  conversion  Avill  form  a 
constant  deduction  from  V  in  the  later  formulas. 

The  same  method  applies  in  the  case  of  children's  deferred 
assurances  with  guaranteed  options,  but  as  in  this  popular 
though  somewhat  unsatisfactory  scheme  competition  seems  to 
have  forced  the  cash  options  at  age  21  up  to  rather  high 
figures,  a  small  percentage  deduction  from  these  options  for 
each  premium  after  that  age  for  5  or  10  years  may  be 
desirable,  so  that  the  values  may  be  gradually  brought  into 
line  with  those  under  the  ordinary  classes.  As  bearing  on 
this  point  it  may  be  mentioned  that  the  use  of  the  unmodified 
cash  option  in  some  cases  gives  a  negative  value  for  tt'  when 
the  rate  of  interest  used  in  calculating  surrender-values  is- 
4i"per-cent,  which  seems  to  indicate  that  these  options  are  in. 
reality  too  large  when  compared  with  the  usual  practice  of 
offices. 

It  is  not  intended  that,  in  valuing  the  assurance  as  a  new 
policy  from  date  of  conversion,  the  common  alloAvance  for 
initial  expenses  should  again  be  made  by  omitting  the  first 
year  of  assurance  or  otherwise  ;  this  has  already  been  provided, 
for  in  the  original  calculation  of  V. 

The  principles  above  described  may  be  applied  with  equal; 
facility  to  the  calculation  of  paid-up  policies,  aud  of  the- 
altered  net  premiums  to  be  used  for  valuation  purposes. 

Care  must  of  course  be  taken  that  the  principle  is  applicable 
to  the  particular  class  of  alteration  with  which  one  is  dealing.. 
For  instance,  if  an  assurance  has  been  altered  from  whole- 
life  to  Avhole-life  by  limited  payments,  the  formula  for  the 
value  of  the  altered  policy  is  71:7/1^.^  + V'(l— nV,^,.)  ;  the- 
multiplier  of  V  must  obviously  vanish  after  m  years,  as  the- 
value  of  the  policy  is  then  simply  A.,-+,/,. 
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REVIEWS. 

Th^  Comlinafion  of  Olisermfions.      liij  i)A\ii)  BuLXT,  ]\1.A.,  B.Sc, 

(Pp.  x  +  219.     rrice  8*.     Cambridge  University  Press.) 

The  arrangement  of  this  book  follows  that  of  mathematical  text- 
books in  giving  the  more  important  propositions,  proofs  and 
explanations,  and  by  means  of  a  few  examples  the  kind  of  problem 
that  can  be  solved  is  indicated.  Some  of  the  examples  are  worked 
out  completely,  while  others  are  left  to  the  reader. 

After  an  introductory  chapter  the  author  gives  Hagen's  proof 
of  the  "  error  law  "  and  a  generalized  fonn  of  that  proof  due  to 
Professor  Eddington,  and  he  then  discusses  the  fonn  of  the  curve 
and  the  calculation  of  values  for  it. 

From  this  he  proceeds  naturally  to  the  evaluation  of  measures  o£ 
precision,  mean  square  errors  and  probable  errors,  making  the 
well-deserved  remark  with  regard  to  the  last-mentioned  term  that  it 
is  an  imhappy  one  because  the  most  probable  error  is  zero  corres- 
]ionding  to  the  highest  point  of  the  error  curve.  His  examples  on 
this  part  of  the  work  are  interesting,  but  they  suffer  to  some  extent 
from  relating  to  small  series  of  observations,  so  that  the  warning 
given  in  respect  of  example  1,  pp.  39,  &c.,  really  applies  to  many  of 
the  others.     His  discussion  of  systematic  errors  is  interesting. 

The  next  step  in  the  work  is  to  deal  with  observations  of  different 
weights  and  the  warning  that  he  gives  with  regard  to  arbitrary  scales 
of  weighting,  that  there  is  a  general  tendency  to  regard  bad  observa- 
tions as  worse  than  they  really  are,  is  one  that  it  is  important  to  bear 
in  mind  in  practical  work  ;  in  fact,  generally  speaking,  our  feeling 
about  weighting  is  that  it  is  very  difficult  to  choose  an  entirely 
satisfactory  method  ;  in  most  work  that  we  have  ourselves 
come  across  we  have  found  it  best  to  leave  arbitrary  weightings 
severely  alone.  Some  good  examples  are  given  at  the  close  of  the 
chapter  dealing  with  this  part  of  the  subject  and  also  some  of  a  more 
general  character. 

The  author  next  deals  with  the  adjustment  of  observations 
involving  more  than  one  unknown  and  explains  carefully  the 
formation  of  the  nonnal  equations,  &c.,  and  then  discusses  their 
solution.  The  methods  of  substitution  (Gauss  and  Doolittle)  are 
given  in  full,  with  an  example,  and  the  method  of  detenninants  is 
indicated,  but  the  author  remarks  in  a  footnote  that  this  method  is 
not  very  practical.  We  think,  however,  that  it  might  be  made  so 
l)y  foiming  from  the  table  of  the  deteiminant  a  table  in  the  same  form 
giving  the  logarithms  of  the  quantities  in  the  determinant.  By  this 
means  we  should  replace  a  number  of  multiplications  by  additions, 
and  with  a  little  practice  we  think  this  could  be  made  almost  auto- 
matical. We  are  bound  to  admit,  however,  that  the  solution  of  the 
normal  equations  in  any  fonn  involves  a  large  amount  of  work,  and 
must  necessarily  be  tedious  when  there  are  several  unknowns. 

Following  this  part  of  the  work  the  author  gives  a  short  chapter 
in  which  he  discusses  the  adjustment  of  conditioned  observations, 

VOL.  L.  2  b 
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It  may,  perhaps,  be  wortli  while  to  indicate  a  case  in  which  a  "  con- 
dition "  arises  in  actuarial  work.  If  we  wish  to  make  a  graduation 
of  a  select  table  of  mortality  run  into  a  graduated  ultimate  table 
after  n  years  by  a  method  such  as  that  used  by  Sir  George  Hardy 
for  the  0^^^^  Table,  we  must  choose  our  constants  for  the  period  before 
selection  has  worn  off,  so  that  the  adjustment  to  the  ultimate  rates  of 
mortality  becomes  zero  at  the  end  of  n  years.  This  is  a  definite 
condition  which  must  be  fulfilled  by  the  constants. 

The  part  of  the  work  dealing  with  the  more  ordinary  propositions 
of  the  nonnal  curve  of  error  and  the  adjustment  of  observations  by 
least  squares  closes  with  a  short  chapter  on  the  rejection  of  observa- 
tions, and  while  the  author  indicates  certain  criteria  that  might  be 
of  help,  his  general  conclusion  may  be  fairly  summarized  by  the  word 
"don't";  with  this  general  conclusion  we  are  in  entire  agreement, 
although  everyone  who  has  dealt  with  statistics  must  on  rare 
occasions  have  had  to  discard  some  observation  because  he  is 
convinced  that  it  is  not  in  reality  an  "  observation." 

Having  thus  dealt  with  what  we  might  call  the  nonnal  curve 
aspect  of  the  problem,  Mr.  Brunt  turns  to  alternatives  to  the 
normal  curve  and  refers  particularly  to  the  Pearson  curves  and 
mentions  also  those  of  Thiele,  Edgeworth  and  Charlier.  He  gives  no 
examples,  but  his  short  treatment  seems  to  us  sufficient  for  the 
purpose  which  he  had  in  view,  and  it  is  certainly  satisfactory  to 
find  that  an  author  who  approaches  the  subject  from  what  we  may 
perhaps  call  the  more  academic  side,  ap])reciates  the  limitations  of 
the  nonnal  error  curve  and  where  its  ajjplication  will  break  down  in 
practical  work.  In  the  early  chapters  this  is  indicated  in  more  than 
one  place,  and  while  it  is  not  a  point  that  is  likely  to  be  overlooked 
by  actuaries,  it  is  certainly  one  which  some  authors  have  not  suffi- 
ciently accentuated  in  the  past. 

The  next  chapter  deals  with  correlation  and  contingency,  and 
seems  to  us  to  explain  the  methods  of  calculation  and  the  theory  in  a 
clear  and  interesting  manner. 

The  two  final  chapters  of  the  book  deal  with  hannonic  analysis 
from  the  point  of  view  of  the  method  of  least  squares  with  the  object 
of  investigating  periodicity.  If  we  are  endeavouring  to  represent  a 
recurring  rise  and  fall  by  a  curve,  we  naturally  turn  to  trigonometric 
functions,  such  as  sin  0  or  cos  0  because  they  give  a  simple  example; 
of  recurrence  when  the  value  of  6  is  increased  by  2-.  The  form 
which  has  actually  been  used  in  astronomical  work  is 

l  =  Ar,  +  Ai  cos^  +  B,  sin  0 

for  a  single  periodic  term  where  6  is  given  a  range  from  0  to  l'tt  or 

Z  =  Ao-l- Aicos^  +  Aocos2^+  .  .  . 
4-Bisin^  +  Bosin2^+  .  .  . 

where  there  is  more  than  one  period. 

The  author  shows  how  the  method  of  least  squares  is  used  to  find 
the  A's  and  B's,  and  how  the  work  can  be  simplified  in  certain  special 
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-cases,  aucl  he  also  discusses  the  uiunaskmg  of  hidden  periodicities 
l)y  means  of  the  periodogram.  His  examples  will  greatly  help  the 
reader  to  follow  the  methods. 

Periodicity  may  arise  in  statistics  which  come  before  the  actuary, 
"but  the  subject,  although  fascinating,  has  received  little  attention 
from  members  of  our  profession.  We  hope  that  3Ir.  Brunt's  inter- 
esting chapters  will  stimulate  actuarial  students  not  only  to  try  the 
methods  he  gives,  but  also  to  endeavour  to  find  alternatives. 

The  book  is  a  valuable  attempt  to  set  out  the  methods  used 
for  the  combination  and  adjustment  of  observations,  and  ought  to 
"become  popular  with  those  who  are  interested  in  the  subject. 
It  is  well  arranged,  very  readable,  and  an  excellent  example  of  the 
.almost  perfect  printing  of  the  Cambridge  University  Press. 

We  may  add  that  it  is  a  sign  of  the  tunes  that  the  preface  is 
written  from  General  Headquarters. 

W.  P.  E. 


On  a  Formula  facilitating  the  application  of  Select  Mortality  for  all 
durations.     By  J.  F.  Steffexsex,  Ph.D. 

(Svenska  Aktuarieforeningens  Tidskrift,  1917.) 

'This  is  a  sequel  to  a  paper  published  some  ten  years  ago  {"  Notes 
on  the  practical  graduation  of  life  insurance  tables",  Transactions 
Fifth  International  Actuarial  Congress,  vol.  ii,  p.  24:7),  in  which 
Dr.  Steffensen  showed  that  1/d — or  l/c' — by  an  aggregate  table 
could  be  represented,  with  sufficient  accuracy  for  practical  purposes, 
by  the  formula  a  +  fSc^  (log  c  being  normally  -026  and,  like  the 
log  c  of  Makeham's  formula  for  /x,  varying  little  from  table  to  table), 
and  that,  since  logfPj;  can  then  be  expressed  explicitly  in  terms 
■of  a,  (3,  c  and  5,  the  constants  could  be  determined — and  graduated 
continuous  annuity- values  (or  expectations)  calculated — direct  from 
an  ungraduated  experience.  Whether  this  would  save  as  much 
.arithmetical  work  as  Dr.  Steffensen  anticipated,  and  would  conse- 
quently facilitate  the  application  of  a  new  ungraduated  experience 
to  life  assurance  finance,  may  be  open  to  question.  Given  graduated 
values  of  colog  ^^j  (which  could  apparently  be  obtained  as  readih', 
with  the  same  degree  of  accuracy,  as  those  of  1  A?)  the  calculation 
of  a  complete  annuity  table  by  the  formula  log  a  =log  rp  +  \og  a^-^ 
is  quite  a  small  matter.  Moreover,  as  there  is  no  simple  relation 
between  annuity-values  at  different  rates  of  interest,  it  would  be 
necessary,  in  order  to  obtain  graduated  annuity-values  at  other  rates 
of  interest,  (1)  to  make  an  independent  graduation  for  each  rate, 
or  to  determine  the  constants  for  each  rate  in  such  a  way  as  to 
secure  the  best  possible  general  agreement  of  the  //,'s  {fi  being  expres- 
sible explicitly  in  terms  of  n,  a,  c  and  6),  in  either  of  which  cases 
the  annuity  values  at  different  rates  would  correspond  to  as  many 
slightly  different  mortality  tables,  or  (2)  to  construct  a  moi-tahty 
table  from  the  graduated  annuity  values  at  one  rate,  and  then  to 
■calculate  annuity  values  at  other  rates  in  the  usual  way,  in  which 

2  B  2 
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case  any  saving  of  work  effected  by  the  calculation  of  the  annuity^ 
values  direct  from  the  experience  would  be  lost.  Apart,  however, 
from  the  applicability  of  the  method  to  the  calculation  of  tables  for 
])ractical  purposes,  its  by-products  are  extremely  interesting.  Dr. 
Steffensen  showed  that  if  lA7  =  a-|-/ic*,  many  other  functions  in 
addition  to  the  two  already  mentioned  can  be  simply  expressed  in 
terms  of  a  and  the  constants,  e.g.,  the  temporary  annuity-value  and 
the  policy-value,  also  that  il  can  be  expressed  in  terms  of  //,  by  solu- 
tion of  a  cpiadratic ;  and  since  it  has  been  shown  that  this  formula 
for  l/ft  does  in  fact  represent  its  value  approximately  in  an  aggregate 
table,  it  would  appfar  that  an  auxiliary  table  of  Ci  might  be  very 
useful  in  anal}'tical  work  and  in  obtaining  convenient  approxima- 
tions to  the  values  of  complicated  functions. 

In  the  present  paper  Dr.  Steffensen  discusses  the  application  of 
the  method  to  select  tables.  The  object  of  this  second  paper  is 
essentially  practical,  for  having  come  to  the  conclusion  that  in  life 
assurance  work  account  will  eventually  have  to  be  taken  of  selection 
throughout  life.  Dr.  Steffensen  thinks  that  actuaries  will  be  compelled 
to  simplify  their  technical  ajiparatus  and  so  avoid  the  labour  of 
constructing  monetary  tables  (as  in  the  case  of  the  Swedish  experi- 
ence) for  every  age  and  duration.  This  involves  the  necessity  for  a 
simple  formula — lending  itself  to  the  explicit  expression  of  such 
functions  as  V  and  </|.,]„i — for  «[.,]+?,  and  it  was,  perhaps,  Avith  a  view 
to  its  contingent  advantages  in  this  respect  that  Dr.  Steftensen  was 
led  to  adopt  experimentally  the  formula  lldx+t  =  «-  -t-  /i^"*^"^'  -  kc^  -  Ac', 
Avhich  gives  for  log  tp[x],  iJ\x\+t,  ^  ^^^^  '^»  expressions  very  similar 
to,  although  naturally  rather  more  complicated  than,  those  obtained 
in  the  case  of  an  aggregate  table.  Dr.  Steffensen  tests  the  fornmla 
l>y  graduations  of  the  0'*"  ungraduated  expectations  (Principles  and 
Methods,  p.  146)  and  the  new  Swedish  3J  per-cent.  annuity-values 
{J. I.  A.,  vol.  1,  p.  59).  In  these  graduations  no  attempt  has  been 
made  to  secure  the  best  possible  fit,  ])ut  they  are  quite  sufficient  to 
illustrate  the  capabilities  of  the  fornmla.  The  results  show,  as 
Dr.  Steffensen  states,  a  "  very  fair  general  agreement  "  between  the 
graduated  and  ungraduated  values,  but  we  hardly  think  they  justify 
tlie  view  that  the  forniTila  "  is  able  to  render  in  broad  outlines  the 
most  important  features  of  selection."  It  is  certainly  a  curious 
and  interesting  fact  that  the  graduation  of  the  0^-^"  expectations 
should  reproduce  the  feature  noticed  by  Sir  George  Hardy  in  the 
ungraduated  experience,  namely,  that  in  certain  cases  q.i-]-i-f  is  ^ 
([x+n][t-v]-  But  it  is  mucli  more  material  that  the  formula  should 
reflect  more  or  less  correctly  the  effect  of  selection  in  the  early  years, 
and  this,  as  it  seems  to  us,  it  entirely  fails  to  do.  In  discussing  the 
minima  and  maxima  of  the  formula  for  //[.rjft — that  is  to  say,  of  the 
formula  derived  from  lA7[,.|if  =  a -l-/5c*+' -  kc"^- Ac' — Dr.  Steffensen 
finds  that  in  the  graduation  of  the  Swedish  experience  a  minimum  of 
//.  for  X  constant,  arises  only  when  ,'•  is  <  27-4:  and  f  (in  the  case  of 
:'-  =  27)  =•!,  and  he  infers  that  the  minimum  is  of  no  practical  im- 
portance. We  dou])t  whether  the  inference  is  correct.  The  minimum 
itself  may  be  unimportant,  but  the  fact  that  it  exists  at  27  and  that 
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there  is  presumably  an  npproacli  to  it  at  older  ages,  seems  to 
indicate  that  the  slope  of  //,  is  all  wrong  for  the  early  values  of  /. 
This  would  appear  to  be  the  case  from  inspection  of  the  observed 
and  graduated  values  of  niri+t  io  the  Swedish  experience,  the  rise 
in  n  in  the  first  five  years  being  on  the  aveiagc  less  than  one-fourth 
as  steep  in  the  latter  as  in  the  f(n'mer,  and  it  is  shoAvn  also  l)y  the 
following  comparison  of  the  experimental  and  the  O^*"  values  of  nixHt  '■ 


X 
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70 

1 
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00987         ,          00121 
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0S679         !          02805 

00707         i 
01711 
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1 

'Too  much  stress  must  not,  of  course,  be  laid  on  the  incidence  of  ci 
maximum  or  minimum  at  a  particular  point  in  an  experimental 
graduation,  l)ut  the  comparative  flatness  of  /a  at  the  start  wouM 
appear  to  be  a  feature  of  the  suggested  method,  and  if  that  is  the 
case  it  is  obvious  that  a  graduation  by  this  method  would  be  in- 
applicable to  any  short  term  purposes,  and  would  result  in  an  under- 
estimate of  the  select  policy-value  in  the  early  years.  The  formula 
for  /i  has  also  a  minimum  for  f  a  constant  and  not  large.  In  the 
aggregate  graduation  of  the  Text-book  3|  per-cent  Table,  given  as 
an  example  in  the  earlier  paper,  the  minimum  w^as  at  a;  =  26-85, 
and  this  might  be  passed  as  unobjectionable  in  view  of  other  experience 
although  there  is  no  justification  for  it  in  the  Text-book  table.  But 
the  select  formula  seems  to  place  the  minimum  at  altogether  too 
late  an  age — at  any  rate  in  the  tables  experimentally  graduated  by 
Dr.  Steifensen.  In  the  case  of  the  Scandinavian  table  the  minimum 
of  /x|.,.|  is  found  at  42-8,  and  in  the  O^^"  graduation  it  appears  to 
be  at  434.  It  is  only  right  to  say  that  Dr.  Steflensen  antici])ates 
that  the  simple  four  constant  formula  might  not  be  found  suffi- 
ciently accurate  for  a  definite  graduation,  and  that  better  agreement, 
Avithout  disturbance  of  the  convenient  properties  of  the  formula, 
might  l)e  secured  by  adding  one  or  two  more  terms. 

In  the  concluding  part  of  the  paper  Dr.  Steffensen  shows  that  if 
lA'rj-]+^  can  be  represented  Avitli  sufiicient  accuracy  by  the  formula 
given  above,  an  approxinuite  select  valuation  could  be  made  by  using 
a  "limiting"  table  defined  by  l,'(7_r+t  =  ('-  +  f^'-^'^*  a»<^I  adding  a 
correction  of  the  form  /(.r)  (T^+j  -  </>(.'•)  (fi+t.  The  /(,/•)  and  4>(-') 
could  be  scheduled  with  the  other  particulars  in  writing  up  the 
classification,  and  the  correction  (which  would  apparently  take  a 
somewhat  simpler  form  if  the  select  net  premium  were  vakied 
by  the  "  limiting  "  table)  could  then  be  obtairied  for  each  attained 
age  without  sub-grouping  according  to  duration.  A  similar  method, 
■except  that  the  correction  would  have  to  be  limited  to  policies  of 
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less  tlian  10  vears'  duration,  might,  perhaps,  be  employed  to  obtaia 
an  approximate  0'^"  valuation,  lor  from  tiie  functional  similarity 
which  Dr.  Steffeuseu  has  found  to  exist  between  fi  and  l/il-  it  would 
^eem  probalile  that  for  the  principal  ages  at  entry  t^^ix]  (/<10) 
might  be  represented  approximately  by  some  such  expression  as 
-V'y-fO+t  [(10- !f)  + //K 10 -/)'](/)(.'•)  which  could  be  written  in  the 
form  P\'",:-al+t[(f>o(^'')  +  {''■  +  f)iti^iy)  +  {x  +  t)-4'■2i^')],  where  V  denotes, 
rhe  value  by  the  ultimate  table  with  select  net  premiums. 

Although  Dr.  Steffensen's  investigations  do  not  appear  to  us 
ro  have  reached,  at  present,  an  entirely  satisfactory  conclusion,  the 
rwo  papers  will  rej^ay  careful  study.  They  are,  incidentally,  models 
itf  research  work,  combining  ingenuity  of  conception  and  dexterity 
in  analysis  with  lucidity  of  exposition. 


>%  una  rela'.ione  fra  Vannmdit!i  ritalr.ia  di  (/nq)po  e  TannnaJifii  scmplicef. 
nelVipotesi  di  Maldiom.     By  Prof.  F.  Insoleka. 

(Atti  della  Reale  Accad.  delle  Scienze  di  Torino.     Vol.  Hi.     1916-7-) 

This  tract  recalls  an  almost  forgotten  episode  in  the  history  o£ 
actuarial  research — the  publication  of  Makeham's  Table  of  the 
Integral  of  Gompertz's  Function  {J. I. A.,  vol.  xvii,  pp.  312-319),^ 
and  subsec[uently  of  Emory  McClintock's  rival  method  of  integrating 
the  function  by  expanding  it  in  powers  of  c^log  fllg  {J. I. A.,  vol.  x^^ii, 
p.  242).  There  can  be  little  question  now  as  to  the  relative 
merits  of  the  two  methods.  McClintock's  expansion  is  of  some 
interest  academically,  but  its  practical  applicabilitv  is  limited  even 
in  the  case  of  one  life  {J.I.A.,  vol.  xxxiii,  p.  312).  and  still  more 
when  two  or  more  lives  are  involved  ;  moreover,  if  applicable,  it 
involves  a  laborious  calculation.  Makeham's  Table,  on  the  other 
hand,  was  perhaps  somewhat  too  ambitious  in  scope,  for  it  applies 
to  any  aggregate  Gompertz  (or  Makeham)  function,  whatever  its 
constants,  and  consequently  entails  an  amount  of  calculation  which 
would  be  unnecessary  if  it  had  been  constructed  for  a  ])articidar  set 
of  constants  ;  it  has  no  heading,  and  is  unaccompanied  by  any 
fc-imple  rules  for  its  use  in  practice  ;  it  may  have  been,  to  some- 
extent,  discredited  by  an  unimportant  mistake— subsequently 
rorrected  by  31akeham  [J. I. A.,  vol.  xvii,  p.  445) — as  to  the  range 
required  to  make  it  theoretically  complete  :  at  any  rate  it  has  seldom, 
if  ever,  been  used,  and  it  suffered  the  final  indignity  of  being  in- 
correctly described  in  the  index  to  the  First  Forty  Volumes.  Never- 
theless, it  was  a  bold  and  modern  method  of  dealing  with  the  problem,, 
a  m.ethod  worthy  in  every  Avay  of  its  author;  it  introduced  into 
actuarial  science  the  principle,  generally  recognized  by  mathematicians, 
that  an  intractable  definite  integral,  to  be  of  practical  use,  must  be 
tabulated,  so  that  any  desired  value  can  be  found  by  intei-polation. 
If  the  property  of  unifornr  seniority  had  not  been  available,  a  table 
f.f  the  integral  of  the  Makeham  function  (supposing  the  Makeham 
formula  to  have  been  employed  in  that  event  for  graduating  standard 
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mortality  tables)  would  have  ])eeii  as  necessary  to  actuaries  as  tables 
of  the  gamma-function  and  tlie  probability-integral  are  to  mathe- 
maticians and  statisticians  :  and  even  now  a  table  on  similar  lines 
to  Makeham's,  adapted  to  a  standard  mortality  table  such  as  the 
Text-book  or  the  0^'^  '^  and  constructed  for  values  of  n  which  would 
admit  of  the  integrals  of  functions  containing  the  factors  {vs^Y  and 
(/•.s"'c)'  for  m  =  2  and  8  l)eiiig  obtained  Avithout  a  double  interpolation 
might  be  very  useful  for  the  evaluation  of  contingent  assurance 
functions. 

In  the  tract  under  notice  Prof.  Insolera  has  used  McClintock's 
method  (although  withoiit  apparently  ha\'ing  been  aware  of 
]McClintock's  connection  with  it)  for  the  purpose  of  obtaining  the 
ratio  of  ax,,z  ...  to  «.,.,  but  the  resulting  expression,  even  in  its 
most  general  form,  appears  to  be  subject  to  precisely  the  same 
limitation  as  McClintock's,  namel}%  that  it  is  impracticable  when  Sc*' 
is  large,  owing  to  the  slow  convergency  of  the  expansion.  Prof. 
Jiisolera  deduces  a  simpler  expression  which  it  is  suggested  would 
render  unnecessary  the  tabulation  of  joint -life  annuity-values  for 
equal  ages  ;  but  this  expression — invohdng  a  rough  approximation 
to  the  value  of  / — gives  a  fair  result  only  for  young  lives  and  seems 
to  be  inapplicable  (the  numerator  becoming  negative)  to  such  a 
])ractical  case  as  the  evaluation  of  floo-cono  by  the  Te.d-IjooJ;  3j  per- 
cent Table.  It  is  possible  that  a  practicalile  relation  might  be 
established  by  McClintock's  method  between  Oj.,,....  and  a,,. 
where  c"'  =  2c'',  for  in  that  case  the  numerators  of  the  terms  in 
tlie  two  expansions  become  identical.  But  such  a  relation  seems 
hardly  worth  estabUshing.  Joint -life  annuity-values  for  equal  ages 
can  be  tabulated  with  very  little  trouble,  since  it  is  merely  necessary 
to  substitute  nlog]^  for  log;?  in  the  ordinary  continued  process, 
and  if  they  are  not  available  there  remains  the  alternative  method 
of  substituting  a  single  life  and  raising  the  rate  of  interest  {Text-hook, 
Part  II,  Second  Edition,  p.  212).  A  simple  first  difference  inter- 
]i()lation  by  this  method  gives  15-412  for  the  value  of  rt^ono  '>}'  the 
Text-t)ook  oi  per-cent  Table  (the  true  value  being  15-399),  whereas 
Prof.  Insolera's  approximate  formula  gives,  as  the  result  of  a  some- 
what laborious  calculation,  the  rather  less  accurate  value  15-372. 


THE     INSTITUTE    OF    ACTUARIES. 
PROCEEDINGS  OF  THE  INSTITUTE.— Sessiox  1916-191  T. 


First  Ordinary  Meeting,  27  Novemher  191G. 
The  President  (Mr.  S.  G.  Waenee)  in  tlie  Chair. 
The  President  delivered  an  Inaugural  Address. 
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Second  Ordinanj  Meeting,  29  January  1917. 
The  President  (Mr.  S.  G.  Waenee)  in  the  Chair. 

Mr.  Walter  Borland,  F.F.A.,  was  elected  an  Associate  of  Iho  Institute, 
and  Dr.  Johan  F.  Steft'ensen  was  elected  a  Corresi)ondin<^  Meniher  of  the 
Institute. 

Mr.  Hartley  Withers  delivered  an  Address  entitled  "  Prohlenis  of 
Taxation." 

The  followinof  o-eutlemen  took  part  in  the  discussion  : — Sir  (lerald  Pyan, 
Mr.  Geoffrey  Marks,  and  the  President. 


Third  Ordinary  Meeting,   26  March  1917. 
The  President  (Mr.  S.  G.  Warneh)  in  the  Chair. 

Prof.  H.  S.  Foxwell,  M.A.,  delivered  an  Address  entitled  "  Inllation  -.  in 
what  sense  it  exists;  how  far  it  can  he  controlled." 

The  following  gentlemen  took  part  in  the  discussion  : — jMessrs.  O.  T.  Falk, 
A.  W.  Kiddy  (a  visitor),  E.  W.  Townle\',  and  the  President. 


The  Secentietli  Animal  General  Meeting,  4  June  1917. 

The  President  (Mr.  S.  G.  Warnek)  in  the  Chair. 

The  proceedings  at  the  Annual  General  Meeting  will  be  found  on 
page  327. 

EEPORT,   1916-1917. 

The  Council  have  the  pleasure  to  report  to  the  Members  upon  tlie 
work  of  the  Institute  during  the  Session  of  1916-1917,  the  sixty-nintli 
year  of  its  existence. 

There  has  been  a  decrease  of  21  in  the  total  number  of  members,  as 
compared  with  the  previous  year.  At  the  end  of  tlie  ofticial  year  in 
which  the  Institute  was  incorporated  by  Poyal  Charter  the  number  of 
Members  was  43-1);  twenty-one  years  later,  at  31  Marcli  1906,  it  was  922. 
Since  that  time  the  numbers  have  been  as  follows : 


On 
31  Marcli 

Fellows 

Associates 

Students 

Conesponding 
JI  embers 

Total 

1907 

248 

303 

383 

22 

956 

1908 

253 

313 

421 

22 

1,009 

1909 

254 

325 

400 

19 

998 

1910 

259 

335 

348 

21 

963 

1911 

267 

339 

308 

20 

934 

1912 

278 

354 

268 

20 

920 

1913 

282 

355 

252 

19 

908 

191-4 

295 

358 

238 

19 

910 

1915 

304 

3H1 

263 

17 

945 

1916 

308 

345 

247 

17 

917 

1917 

303 

344 

231 

18 

896 

1917.]     Annual  General  Meeting. — Ueport  of  the  Council.       -Vl'^ 

Tlie  following  scliedule  sliows  the  additions  to.  and  tlie  clian^es  and 
losses  in  the  membership  whicii  jiave  occuned  dniint;  tlie  year  endini,' 
:!I    .March    last: 

Schedule  of  Membership,  31  March  1917. 


Fellows 

Associates 

.Students 

Corres- 
ponding 
Meiuliers 

Total 

i.  Nmnbci'  of  Members 
ill  each  class  on 
31  March  1916 

ii.    Witbdrawals  l)y 

(1)  Deatli    .    ■     . 

(2)  Kesit^nation    or 

otherwise  . 

iii.  AiUlitioiistoAIeinbership 

(1)  15y  Election  . 

(2)  l!y  Examination   . 

(3)  Hy  Ue-iiistiiteiiient 

iv.  Transfers 

(1)  Hy  l']xaminatioii : 

y^roj«  Associates 
to  Fellows 

(2)  15y  Examination: 

from    Students 
to  Associates    . 

V.  Number    of    ^Members 
in    each     class    on 
31  March  1917 

30S 
5 

345 
3 
3 

217 

7 

7 

17 

••1 
...J 

17 

M 

18 

917 
25 

303 

339 
3 

233 

892 
4 

303 

342 

233 

896 

303 

342 
2 

233 
2 

18 

896 

303 

344. 

231 

18 

896 

There  are  also  173  candidates  admitted  as  Probationers,  and  ()7  as 
Students  conditionally  on  their  jiassincj  Part  I  of  the  Examination.  These 
.•ire  not  included  in  the  above  Schedule  of  Membership.  The  numbers  in 
tliese  two  classes  since  31  March  1911  have  been  as  follows  : 


On  31  March 

Probationers 

Conditional 
.Students 

On  31  Mareli 

Probationers  ,    Conditional 
btudents 

1912 
1913 
1914, 

181 
197 

200 

59 
55 
67 

1915 
1916 
1917 

188 
172 
173 

72 
73 
67 

The  Council  have,  with  ^reat  reiiret.  to  report  the  loss  by  death,  since 
the  last  Annual  Meeting,  of  six  Fellows.  3Iessrs.  T.  G.  Ackland.  li.  G. 
Gregson  Ellis,  F.W.  Frankland.E.  McCiintock.  G.  M.  Peeve,  and  J.  Stocks; 
seven  Associates,  JMessvs.  S.  O.  Uenjaniin,  (J.  E.  Burrows.  A.  J.  Cook. 
A.  .r.  C.  Fyfe,  L.  F.  Hawkins,  J.  H.  Marlin,  and  H.  Wallis;  and  nine 
Students,  Messrs.  W.  S.  Emery.  F.  .1.  Grant,  G.  H.  Grantham.  E.  C.  Kemp. 
P.  J.  Ledger.  M.  E.  Lobb,  J.  V.  McLean,  S.  F.  Snowdon,  and  E.  P. 
Williamson.     Seventeen    of    these    Members,    namely,    Naval    Instructor 

[Continued  on  jyage  326,] 


33f .  Revenue  Account  for  the 

19]().  1917.^ 

£      s.    <L  Amount  of  Ftimls  at  tlie  beginniiirr  of  tlic  year —  £       f.    d.        £      s.    d, 
l(),oS6  14     7           General  Fund   (including  Stock  of  Publications,  other 

than  Journal) 8,190     4     8 

40'.>     0     0           Messenger  Logacv  Fund         ......  421     o     5 

351     8     1            Hroun  Prize  Fund 361   18  11 

767  15     9           G.  F.  Hardy  Memorial  Fund 7fi7  15     0 

lT,014  18    5  9-'^^l     ■*    ^ 

Suhscriptions — 

im  17    0           Fellows 792  15     0 

676    4    0          Associates 590     2     0 

247  16     0           Students 157  10    0 

93  19     6           Probationers 36     4     6 

1,938  16     6^  1,576  11     6 

Fines  on  Reinstatement         ......  1 1 0 

77'56  16    6  1.577  12     6 
Zcss  Waived  and  returned  to  Members  and  Probationers 

618    9    0                           on  Naval  and  Military  Service         .         .         .  105  10     6 

1.320    7     6  1'^"-     -     ^ 
Entrance  Fees — 

■>  15     6           Students 220 

13     2     6           Pi-obationers           ........  220 

18  18     0  4     4     ( 

116  19     2  Balance  of  Publications  Account 125  16     : 

Dividends  and  Interest  — 

319  19     9           General  Fund 245     1     1 

12     5     5           Messemrer  Lciracv  Fund         .          .          .         .         •          ■  12  12     9 

10  10  10           Brown  Prize  Fund 10  17     2 

■  ■■                   G.  F.  Hardy  Memorial  Fund 25  19     6 

342  16    0  294  10     ( 


£tS;713  19    1  £11,637  17     f 


Puhlicafions  Account  for  th 


£    s.    d.  £  ^i   ^^ 

■J02     2     5  Stock  ("excluding  Journal)  at  the  beginning  of  the  ycnr     ....  297  lo      . 

144  10     0  Cost  of  Revised  Edition'of  Text-Book,  Part  I 

14     4     3  Binding  and  Advertising 12  2     <: 

116  19    2  Balance              125  16     l 

'£477  15  10  £4.35  14     i 


Balance  Sheet 


£  s.  d.                                                    LIABILITIKS.           £  s.  d.         £     s.    d. 

8,190  4    8  General  Fund 8,045     3     7 

233  9  2  Messenger  Lcg.-icy  Fund      .....  233  9  2 

1S7  16    .?  Accumulated  Dividends 200  9  0 

421  5  5  433  18     2 

200  0     0  l{rown  Prize  Fund 200  0  0 

i6i  i8  Z/   Accumulated  Dividends 172  16  1 

361  18  11  372  16     1 

767  15     9  G.  F.  Hardy  Memorial  Fund       .  .  .  .  767  15     9 

Accumulated  Dividends 25  19     6 

767  15     9  793  15     3 


£.0,754     1     5  £9.662  19 
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i/rar  t 

'nd 

ng 

lit 

£ 

.?. 

d. 

:;ii9 

a 

9 

11 

!} 

0 

440 

s 

9 

168 

12 

6 

271 

16 

3 

y,i 

6 

4 

.'!ii 

■J 

0 

:^ris 

14  10 

i;io 

9 

0 

31  March  1017. 


©r. 


Journal — 

Printing  of  Xos.  265,  266 
P^ilitorhil  Expenses 


£ 

220     9     5 
48     8     0 


iyi7. 

d.         £ 


*.    d. 


Less  Sales  diiiint,'-  the  vear    ... 

Library — Hiiidiit<r,  I'liieliases,  &r. 
Jleetiiigs       ....... 

Legal  Charges      .  .  .         .  .         . 

Examination  c/iarffet  ..... 

Less  Fees  received  from  Candida/es  {I'Jl-'i) 


268  17 
.       112  16 

5 
9 

156     0 

8- 

19     8 

6 

41  14 

{> 

18  11 

3. 

158 
241 


5  10 
10    0 


126 

0 

0 

600 

0 

0 

44!) 

2 

6 

6;i 

19 

11 

29 

0 

9 

b9 

11 

8 

38 

2 

7 

o 

S 

3 

1.270 

5 

8 

l.io 

0 

0 

i,>-.7.7 

■J 

3 

Tutors  for  classes  l,i  Parts  1  and  II  for  1914-15  and  1015-16 

Offiee  E.Kpeiidituro— Kent 600     0  0 

Sahii-ies 488  17  2 

House  expenses    .         .         .          .          .  66  19  3 

Fire  ami  other  Insurance      .          .          .  39  14  5 

Stationery  and  Printing        .          .         .  69     4  9 

Postage  and  Telegrams          .          .          .  23  17  9 

Snudries 11      7  10 


1,300     1     '£ 


V,:41     4     9 


£13,:  13  19     1 


Cost  of  Bust  of  Sir  George  Hardy,  K.  C.B 

Amoitnt  written  off  in  respect  of  decrease  in  value  of  Stock  l£xcliange 
Securities  ............ 

Loss  ou  Sale  of  Stoek  E.xchange  Securities        ......       456 

Amount  of  Funds  at  the  end  of  the  year  as  per  Balanee  Sheet      .  .    9,645 

ISxamined  and  found  correct,  1  May  1917. 

KOBT.  S.U.  SAVER V,       )  

GEORGE  H.  LAWTON,     [Auditors.  £11,637 

W.  MOUAT  .lONES,           )  i=i=i 


8     1 
13     1 


17     (> 


year  ending  31  March  1917. 


£      s.   d. 

ISO     <>     3  Sales  (excluding  Journal)  .... 

297  15     7  Stock  (excluding  Journal)  at  the  end  of  tiie  year 


£ 

8. 

rf. 

186 

14 

O 

249 

0 

2 

£477  15  10 


Examined  and  I'onnd  correct,  1  Jla//  1917. 
KOBT.'  S.  B.  SAVERY,    '  ) 
(iEOUGE  H.  LAWTON,     i  Auditors. 
W.  MOUAT  JONES,  ) 


£435  14     2 


31  3Iarch  1917. 


£ 

•v. 

d. 

,S75 

It 

0 

7  26 

5 

0 

70(1 

(1 

0 

357 

15 

0 

297  15 


12 


>:i 

19 

0 

7 1)7 

15 

9 

S74 

10 

0 

1,662 

10 

0 

686 

■5 

0 

1,216 

13 

9 

£9,754 

1 

5 

ASSETS. 

£3,000  Natal  3  per-cent  Inscribed  Stock 

£1,000  Dominion  of  Canada  3i  per-cent  Registered  1930-50  Stock 
£1,000  New  South  Wales  3i  per-cent  Inscribed  1930-50  Stock 
£600  Belgian  Government  3  jjcr-cent  Sterling  Loan  of  1914 

£4,500  5  per-cent  War  Stock,  1929-47 

Stock  of  Publications  (excluding  Journal)  in  hand 

Cash  on  Deposit  Account  ........ 

Cash  on  Current  Account  and  in  hand        ..... 

Subscriptions  in  Arrear     ........ 

£769.  15.9.  6d.  4]  per-cent  War  Stock,  1925-45,  '•  B  "  ((J.  F.  Hardy  F 
£1,200  Metropolitan  Eailwaji  3\  per-cent  Debenture  Stoctc      . 
£2,000  Great  Eastern  Hailu-ay  4  pfr-cent  Dehentv.re  Stoctc    . 
£1,000  Great  Korttiern  Eailu-ay  Preferred  Ordinary  Stock  . 
£1,350  Great  Western  Railway  4\  per-cent  Debenture  Stock  . 

Examined  and  found  correct,  1  May  1917. 
KOBT.  S.  B.  SAVEKY,      ) 
GEORGE  H.  LAWTON,     [Auditors. 
W.  MOUAT  JONES,  ) 


und 


£   *.  d. 

1,875  0  O 

726  5  0 

700  0  O 

357  15  0 

4,275  0  O 

249  0  2 

200  0  (> 

441  16  4 

70  7  O 

767  15  9 


£9,662  19  3 
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H.  Wallis,  Captains  R.  G.  Gregson  Ellis  and  G.  M.  Ileeve,  Lieutenants 
A.  J.  C.  Fyfe,  E.  C.  Kemp.  li.  J.  Ledjrer.  J.  H.  ]\rarlin.  J.  V.  ^McLean. 
8.  F.  Snowdon,  and  E.  E.  Williamson,  M.C,  Lance-Corporal  M.  E.  Lobb, 
Bombardier  S.  O.  Benjamin,  and  Privates  G.  E.  Burrows,  W.  S.  Emery, 
V.  J.  (Jrant,  G.  H.  (jrantbam,  and  L.  F.  Hawkins,  liave  fallen  in  tbe  sei"vice 
of  their  Kingj  and  Co\nitry  ;  as  also  bave  four  Probationers  of  tbe  Institute, 
Captain  L.  Davies,  Lieutenants  IL  D.  S.  Fromant  and  D.  Kerr,  and  Private 
P.  J.  Davis.  To  the  relatives  of  all  who  bave  tbus  made  tbe  supreme 
sacrifice  for  tbe  nation,  tbe  Council  have  sent  letters  of  sympathy,  feeling 
sure  that  in  doing  so  tbey  bave  represented  the  feeling  of  all  il embers  of 
the  Institute. 

By  the  deatli  of  ]\Ir.  Ackland  tbe  Institute  has  lost  one  of  its  most 
valued  and  energetic  Fellows.  He  Avas  a  member  of  tbe  Council  at  the 
time  of  bis  death,  and  bad  served  tbereon  for  eighteen  years.  Besides 
filling  tbe  offices  of  Vice-President  and  Treasurer,  ^Ir.  Ackland  was  Editor 
of  tbe  Journal  from  1905  to  1911,  and  bad  rendered  valuable  services  to 
the  Institute  as  Lecturer  and  Examiner.  It  will  also  be  remembered  that 
be  was  Honorary  Supervisor  of  tbe  Joint  ^lortality  Investigation  under- 
taken by  the  Institute  and  tbe  Faculty  of  Actuaries  twenty  years  ago. 

The  Ann\ial  Subscriptions  and  tbe  Entrance  Fees  appearing  in  tbe 
Revenue  Account  amounted  to  £1.470.  6-?.  Qd..  as  compared  with 
£1,339.  OS.  6(1.  received  in  tbe  previous  year.  Tbe  Income  and  Expenditure 
for  tbe  year  were  £1,890.  12*.  9t7.  and  £1,530.  IGs.  Id.  respectiveh'. 

The  value  of  tbe  Stock  Exchange  Securities  have  been  written  down 
•on  three  occasions  during  tbe  last  decade.  Tbe  Council  felt  that  tbe  time 
had  now  come  to  reconsider  tbe  list  as  a  whole.  It  was  accordingly 
resolved  to  dispose  of  tbe  Railway  Stocks  and  to  re-invest  in  tbe  5  per-cent 
AVar  Loan  issued  in  January  last.  Tbe  resulting  changes  are  shown  in 
tbe  Balance  Sheet,  and  tbe  loss  on  tbe  sale  of  tbe  securities  previously 
mentioned  appears  as  a  charge  in  the  Revenue  Account. 

Tbe  nixmber  of  ^lembers  and  Probationers  on  tbe  roll  of  service  with 
tbe  Army  and  Xavy  has,  since  last  year,  increased  to  3(58.  Tbe  Council 
have  to  deplore  the  loss  of  35  who  bave  been  killed  in  action  or  died  of 
wounds. 

For  tbe  same  reasons  which  obtained  last  year,  it  has  not  been  possible 
to  bold  tbe  usual  monthl}'  Sessional  ^Meetings.  The  Council  resolved, 
bowever,  to  depart  from  tbe  usual  practice  by  arranging  for  two  special 
Sessional  JMeetings  to  be  addressed  by  eminent  authorities  on  finance 
and  economics,  who  are  not  Jlembers  of  the  actuarial  profession. 
Addresses  were  delivered  on  29  January  and  20  March,  by  j\Ir.  Hartley 
Withers  and  Professor  H.  8.  Foxwell,  ]\I.A..  respectively,  and  tbe  large 
attendance  at  these  meetings  indicated  that  tbe  experiment  had  been 
ampl\'  justified.  Tbe  Council  hope  that  it  may  be  possible  to  make 
somewhat  similar  arrangements  next  year  if  the  national  conditions  do 
not  permit  of  tbe  resumption  of  tbe  ordinary-  activities  of  the  Institute. 

The  stock  in  hand  of  tbe  Institute  publications  on  31  j\Iarcb  was  as 
follows  : 

Xo.  of  Copies  Ilf.si'lii'lioii  of  W.nk 

27,714  ....  Tarts  of  Jounxtl. 

736  ...         .  hulex  to  Vols.  1  to  40. 

1,778  ....  ^fx^^ooX■,  Part  I  (Revised  Edition). 

44  ...  .  Text-Bool-,  Part  II  (Second  Edition). 

635  ....  Government  .Toiut-I.ifi'  Annuity  Tables. 

734  ....  Select  Life  Tables. 
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No.  of  Copies  Pcsciiiition  of  Work 

39         ...         .  ASliortCollcctioiiofAc-tuuiial  Tables  (Xcw 

Kilitioii). 
988         ....  FriHiueiu-y-Cni'ves  ami    Con-elation  (W.   P. 

Kl(lerto"ii). 

38  in  clolh        ")  (  Leetures  on    Finance  and   Law  (Clare  and 

2,320  in  paper      )    ■         •       jr       Wood  Hill). 

1.527         ....  Lectnres   on    tlie    Companies    Acts    (A.   C. 

Clausen). 

1,194  ....  Lectnres  on  tlie   Law  of  Mort<;age  (\V.  G. 

IL-.vter). 
708         ....  Lectnres  on  tlie    I\Ieasnrement    of    Groujis 

and  Series  (A.  L.  Bowlev). 
1,419         ....         Lectnres  on  the  Constrnctiou  of  Tables  of 

Mortality,  &c.  (Sir  G.  ¥.  Hardy,  K.C.B.), 
907  ....         Lectnres   on   Stock   Exchange   Investments 

(J.  Hnrn). 

1,508         ....  Lectnres     on     Friendly     .Society     Finanee- 

(Sir  A.  W.  Watson). 
315  ....  South  African  War  Mortality  (F.  Schoolings 

and  K.  A.  Enslier). 
259         ....         liife  Assniauce  Law  (A.  K.  liarrand). 
660         ...  .  British  Offices'  Valuation  Tables. 

658         ....  British    Offices'    24     per-cent     Temporary 

Annuity  Values. 

639         ....         Transactions  of    the    Second    International 
Con<,'ress  of  Actnaiies. 

788         ....  Index    to    Transactions    of    Seven    Inter- 

national Actuarial  Congresses. 
1,500         ....         Kxamination  Questions,  1911-15. 

S   M(ni  1917. 


PROCEEDINGS   AT  THE   ANNUAL   GENERAL   MEETING. 

The  Seventieth  Annual  General  Meeting  o£  the  Institute  of  Actuaries- 
was  lield  in  Staple  lun  Hall.  Holborn,  on  Monday,  1  June  1917,  Mr.  Samuel 
G.  Wakner  (tlie  President)  in  the  Cliair. 

Mr.  Joseph  Buux  (Honorary  Secretary),  read  the  notice  convening- 
tin-  Meeting  and  the  ]\liiiutes  o£  the  Sixty-ninth  Annual  (Jeneral  Meeting, 
lield  on  tlie  5  Juno  I'.Ut),  which  were  confirmed.  The  Report  and  Accounts 
were  taken  as  read. 

The  Pkesident,  in  moving  the  ado])tion  of  the  Re]>ort  and  Accounts, 
said  tliat  the  only  feature  of  outstanding  interest  in  the  accounts  arose  in 
connection  with  the  sale  of  some  railway  stocks  which  the  Institute  had 
held  for  a  good  many  years.  The  Council  had  invested  the  proceeds  in  the 
National  War  Loan,  whicli,  they  would  no  doubt  agree,  was  a  proper  and 
patriotic  course. 

The  report  began,  as  usual,  with  a  statistical  comparative  statement 
wliich  ciDed  for  little  comment.  There  was  a  slight  falling-oflf  in 
the  number  of  members,  but  it  was  not  quite  so  great  as  tiie  falling-ofT 
in  the  previous  year.  Then  came  a  paragraph  which  would  be  read 
with  great  regret — recording  the  deaths  of  members  during  tlie  year. 
{Seventeen  of  these  members  had  fallen  in  the  service  of  their 
Xing  and  Country ;  as  also  had  four  probationers  of  the  Institute. 
I'o   the    relatives  of   all   who   had   thus   made   the   supreme   sacrifice   for 
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the  nation,  tlie  Council  had  sent  letters  of  sympathj',  feeling  sure  that 
in  doing  so  tliey  represented  the  feelings  of  all  members  of  the  Institute. 
He  had  reason  to  know  that  these  letters  had  been  received  with  great 
4ippreciation.  It  was  a  long  list,  and  a  ver}'  mournful  list,  including 
members  of  every  class — Fellows,  Associates,  Students  and  Probationers — 
but  it  was  a  glorious  and  honourable  list;  and  they  would  all — having  the 
honour  and  reputation  of  the  Institute  at  heart — feel  proud  and  gratified 
in  the  deepest  sense  tliat,  among  the  other  institutions  of  the  country,  their 
Institute  had  so  well  done  its  share  in  the  great  work  with  wliich  the 
nation  is  confronted. 

The  next  paragraph  of  the  report  dealt  with  Mr.  Ackland's  death,  which 
they  also  much  regretted,  and  with  his  great  and  varied  services  to  the 
Institute.  He  had  had  an  opportunity  at  the  first  meeting  of  the  Session  of 
referring  to  the  loss  which  the  profession  had  sustained  by  Mr.  Ackland's 
<leath.  He  much  regretted  to  announce  that  3Ir.  David  Alexander  Bumsted 
had  died  on  the  preceding  day.  Mr.  Bumsted  was  a  very  old  member  of 
the  Institute;  he  became  a  Fellow  by  examination  in  1S66.  in  which  year 
he  and  Mr.  Manly  were  the  only  two  Fellows  b}'  examination.  He  had  now 
died  at  the  age  of  77.  He  made  several  interesting  contributions  to  their 
discussions,  especially  those  on  reversionar3'  subjects,  iji  which  he  was 
particulavh'^  interested.  He  retired  from  active  practice  in  1905,  after 
5()  years'  service  witli  the  General  Reversionary  Compaii}-.  A  great  many 
of  them  had  had  the  pleasure  of  Mr.  Bumsted's  acquaintance;  they  knew 
liim  as  a  good,  sound  actuar}',  and  a  good  friend,  a  man  interested  a  good 
deal  in  the  social  side  of  life  also,  deeply  respected  in  the  Institute,  deeply 
respected,  also,  as  he  happened  to  know,  in  the  neighbourhood  in  which  he 
resided.  In  his  actuarial  career  he  followed  rather  a  quiet  patii,  concerning 
himself  chiefly  with  those  branches  of  the  science  which  came  before  him 
in  the  course  of  his  official  duties.  After  his  retirement  he  never  lost  such 
opportunities  as  presented  themselves  of  meeting  his  late  professional 
friends  again  in  a  social  wa}',  and  the}^  all  appreciated  that  and  lamented 
his  loss. 

The  final  paragraph  in  the  report  dealt  with  the  chief  incident  of  the 
session,  the  holding  of  two  special  meetings.  He  thought  that  the  Council 
had  reason  to  congratulate  themselves  on  the  success  of  those  meetings. 
It  was  difficult  to  know  what  course  to  take  to  prevent  the  interest  of  the 
members  from  lapsing  owing  to  the  suspension  of  the  ordinary  meetings, 
and  it  seemed  to  him  that  they  had  hit  upon  a  plan  which  had  answered  the 
purpose,  and  had  also  given  them  an  opportunity  of  coming  into  contact 
with  other  minds,  with  men  of  large  experience  in  other  branches  of  finance, 
and  thereby  gaining  a  great  deal  of  information  and  a  great  deal  of  pleasure. 
As  the  report  suggested,  the  Council  hoped,  if  the  same  state  of  things 
•continued  next  winter,  to  be  able  to  do  something  of  the  same  kind.  It 
was  not  easy,  of  course,  and  might  not  be  practicable,  to  make  the  necessary 
arrauijements.  However,  two  meetings  in  a  session  was  not  a  verj'  great 
number,  and  as  thej-  had  succeeded  fairly  well  last  year,  he  hoped  if  the 
neeessitj'  arose,  they  might  succeed  equally  well  again. 

There  were  one  or  two  matters  of  general  interest  that  he  would  like  to 
refer  to.  One  was  a  subject  which  had  been  occupying  their  minds  a  good 
ileal  in  connection  with  the  military  situation,  and  about  which  they  felt 
some  amount  of  responsibility,  at  all  events  as  regards  watching  what  was 
done — the  subject  of  demobilization.  Of  course  they  did  not  know  when 
that  would  become  an  immediately  practical  question,  but  everj-  month 
that  passed  brought  it  nearer,  and  as  so  man}'  students  connected  with 
this  Institute  had,  at  the  call  of  their  country,  g(me  out  to  the  field  of 
action,  and  thereby  intvitably  suffered  a  great  interruption  of  their  studies, 
it  was  their  duty  to  urge  tliat  at  the  earliest  possible  moment  when  the 
national  needs  permitted, these  men  who  had  already  suffered  this  considerable 
postponement  of  their  study — which  in  any  case  had  to  be  conducted  in  hours 
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of  leisure  after  office  work — sliould  be  able  to  come  back  and  resume  tlieir 
studies,  both  in  their  own  interests  and  in  the  interests  of  the  profession. 
They  had  made  representations  to  that  effect  as  forcibly  as  the  circum- 
stances would  allow,  and.  having  done  so  they  must  leave  the  matter  in  the 
hands  of  the  authorities.  In  order  to  avoid  overlapping,  they  had  acted  in 
agreement  with  the  associations  representing  the  insurance  companies — of 
which  most  of  their  students  were  employes — and  he  thought  there  was  a, 
fair  prospect  of  their  reasonable  representations  receiving  practical  attention. 

He  had  received  an  interesting  communication  from  Mr.  Peters,  of  the 
Liverpool  Victoria  Approved  Society,  with  reference  to  the  excellent  scheme 
for  supplying  educational  books  to  prisoners  of  war.  That  work  had  been 
taken  up  very  energetically  indeed  by  Mr.  A.  T.  Davies  of  the  Education 
Department.  He  (the  President),  had  had  occassion  ouco  to  visit  the 
Department,  and  had  been  very  much  surprised  to  see  the  number  of 
books  that  had  already  been  collected,  and  to  hear  of  the  number  that  had 
been  sent  away.  He  learnt  also  from  evidence  shown  to  him,  how  much 
this  was  appreciated,  and  how  detailed  and  intelligent  were  the  enquiries 
for  books  of  various  kinds  which  came  from  the  prisoners.  Mr.  Peters 
■wrote  in  his  letter:  "I  have  just  submitted  a  list  of  educational  books  in 
my  possession  for  the  use  of  Britisii  prisoners  of  war  in  German}',  and 
am  delighted  to  find  that  they  are  also  suitable,  as  evidenced  by  their 
acceptan.-e.  It  has  thence  occurred  to  me  that  manj-  other  members  of  the 
Institute  may  be  able  and  willing  to  help  the  studies  of  our  soldiers,  so 
unfortunately  placed,  by  doing  likewise.  Perhaps  the  Council  will  publish 
a  request  for  lists  to  be  submitted."  He  went  on  to  say  that  particulars 
could  be  obtained  from  Mr.  A.  T.  Davies,  and  that  he  himself  would  be 
pleased  to  assist,  and  would  be  willing  to  take  charge  of  and  forward  all 
lists  submitted,  and  subsequent! \'  receive  the  hooks  named  in  the  list.  The 
schema  of  the  Education  Department  had  met  with  a  considerable  measure 
of  success  and  deserved  every  support.  Matriculation  examinations  for  the 
University  of  London  had  been  successfully  held  in  the  internment  camp, 
and  he  understood  that  seven  men  had  qualified.  There  had  been  also 
examinations  held  in  connection  with  the  Universit}'  of  Edinburgh  and 
other  Educational  bodies.  He  welcomed  the  opportuiiity  of  mentioning  it 
at  the  Annual  Meeting  and  thus  of  giving  it  additional  publicity. 

There  was  one  other  matter  about  which  he  would  say  a  word  in  a  some- 
Avhat  guarded  way.  In  tlie  ordinary  course  of  the  proceedings  at  that 
meeting  the  voting  list  for  the  members  of  the  new  Council  would  be 
submitted,  and  that  procedure  would  be  the  procedure  that  had  been  followed 
for  many  j'ears  past,  by  which  a  list  of  the  entire  number  of  names,  no 
more  and  no  less,  was  submitted  as  a  balloting  paper  for  election.  That 
scheme  had  worked  very  well  in  practice.  Perhaps,  like  some  things  in  tlu; 
constitution  of  our  country,  it  had  worked  better  in  practice  than,  from  the 
point  of  view  of  theory',  it  altogether  deserved  to.  Therefore  one  might 
say  there  was  no  particular  reason  for  interfering  with  it.  It  had  seemed 
to  the  Council,  however,  that  something  might  be  done  to  introduce  a 
certain  element  of  larger  choice  at  these  annual  meetings,  .so  far  as  new 
members  of  the  Council  were  concerned,  that  a  change  of  that  nature 
might  add  to  the  interest  of  the  meeting,  and  might  further  bring  it  home 
more  to  the  members  of  the  Institute,  that  they  were,  in  a  real  and  practical 
sense,  consulted  in  the  matter.  He  thought  it  would  be  possible  to  evolve 
some  scheme  which  would  provide  that  element,  although  it  might  involve 
the  technical  process  of  an  alteration  of  the  bye-laws.  The  Council  had, 
at  all  events,  made  up  its  mind  on  this  point,  that  even  if  an  alteration  had 
to  be  faced,  a  change  might  be  beneficial  and  might  be  introduced.  It 
seemed  to  all  of  them  that  the  present  occasion  was  not  an  unsuitable  one 
for  such  a  thing  to  be  done.  If  it  were  necessaiT  to  call  one  or  two  special 
meetings  to  deal  with  the  subject,  it  would  at  all  events  help,  during  the 
^suspension  of  the  ordinaiy  sessional  meetings,  to  maintain  their  interest  in 
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tlie  proceedings  of  the  Institute.  As  lef^ards  tlie  fact  tluit  a  <;re;it  nianj'  of 
the  younger  members  were  ahsent,  he  thoiight,  considering  how  ohvioush' 
any  such  cliange  would  work  in  favour  ot  those  younger  members,  that 
])articular  point  need  hardl}'  he  considered.  The  cliange  would  not  be  a 
ver}'  drastic  or  revolutionary  one.  l)ut  it  would  give  a  greater  freedom  of 
L-hoice,  modelled  largeh-  on  the  ]u-actice  of  institutions  of  a  like  nature  to 
their  own. 

The  publication  oF  the  Eivtiiday  Honours  had  drawn  tbeir  attention 
that  day  to  the  recognition  of  public  service.  He  would  like  to  mention 
one  such  I'ecognition  which  thej*  were  not  likely  to  hear  of  otherwise,  and 
which  would  be  a  source  of  gratification  to  all.  Sir  Alfred  Watson,  who 
luid  hitherto  held  the  title  of  Actuary  to  the  National  Health  Commission,, 
would  for  the  future  be  known  as  the  Government  Actuarj-.  He  had 
??ir  Alfred  AVatson's  permission  to  make  this  announcement  on  one  rather 
difficult  condition.  al)out  which  he  must  exercise  his  own  discretion,  as  to 
how  far  he  should  observe  it,  namely,  that  he  should  make  no  mention  of 
himself  personally*.  They  would  all  agree  that  it  was  a  great  step  in  the 
public  recognition  of  the  Institute,  and  the  recognition  of  the  value  of 
actuarial  science  to  the  country — a  great  and  permanent  stej),  that  such  a 
])ost  should  be  created.  A  thing  of  that  sort  once  done  was  done  for  ever, 
and  the  ver\'  fact  that  the  nation  had  an  official  called  tlie  Government 
Actuary,  would  be  a  reminder  that  actuarial  science  was  a  very  important 
factor  in  a  great  deal  of  the  legislation  designed  for  the  national  welfare, 
and  that  large  financial  schemes  involving  elements  of  interest  and  mortality, 
if  launched  witliout  competent  actuarial  advice,  might  end  in  disappoint- 
ment and  disaster.  The  nation  In'  such  an  appointment  was  secured  from 
such  happenings,  and  therefore  in  the  national  as  well  as  tlic  professional 
interest  it  was  a  subject  for  congratulation  that  such  an  apjiointment  had 
been  initiated.  AVith  regard  to  that  member  of  our  body  who  was  now 
going  to  fill  it,  he  had  been  asked  to  say  nothing  at  all.  However,  he 
])roposed  to  sa}-,  without  enlarging  on  the  subject,  that  they  were  all  very 
iieartil.y  glad  to  see  Sir  Alfred  Watson  in  that  position.  There  was  no  man 
tliey  would  more  gladly  see  in  it  now.  They  knew  the  work  he  had  done 
for"  the  nation  already.  They  recognized  tliat  he  had  been  acting  as 
Government  Actuary,  without  the  title,  for  some  time,  in  connection  with 
the  great  national  health  scheme,  and  they  all  hoped  that  be  would  long 
live  to  fulfil  the  duties  of  his  office,  as  he  was  uniquely  qualified  to  do. 
'fhey  congratulated  him  as  an  actuar\-,  and  above  all  as  a  friend,  on  what 
had  happened. 

They  had  come  to  the  oml  of  a  very  strenuous  year,  and  a  year  which 
had  made  great  demands  upon  them.  It  had  nnule  demands  (ui  most  of 
ihem  in  the  way  of  a  great  deal  of  extra  work  and  anxiety  because  of 
those  who  were  away.  It  had  been  also  marked  by  anxiety  for  the  nation 
on  the  great  issues  which  were  now  hanging  in  the  balance,  and  in  the  case 
of  many  of  them  by  personal  anxiety  and  perhaps  personal  grief  also. 
I'robably  there  was  no  one  of  them  who  was  not  interested  in  some 
ver3'  peculiar  sense  in  some  member  or  members  of  tlie  Army  or  Navy 
on  active  service.  They  looked  forward  to  the  coming  year,  with  the  hope 
that  in  the  course  of  it  there  might  be  removed  this  nightmare  of  trouble, 
anxiety  and  tear.  At  all  events  they  looked  forward  to  it  as  those  ^yho 
were  prepared,  with  the  rest  of  the  country,  to  go  forward  with  unflinching 
resolution,  with  unshaken  courage,  and  witii  a  stable  faith  that  in  the  end 
the  cause  of  righteousness  and  freedom  would  be  triumphantly  established. 
j\lr.  L.  F.  HoviL,  in  secoiuling  the  resolution,  referred  to  the  scheme 
for  supplving  educational  books  to  prisoners  of  war,  and  said  be  had  had 
the  jdeasure  of  attending,  on  behalf  of  the  President,  a  conference  on  the 
>ubject  during  the  session.  The  Committee  which  had  charge  of  the  matt«r 
evidentlv  did  extremely  good  work  for  the  prisoners,  and  at  tlie  conference  he 
agreed,  on  behalf  of  the  institute,  to  the  name  of  the  Institute  being  included,. 
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in  a  circular  to  the  prisoners  of  war,  in  a  list  of  educational  bodies,  whicL^ 
without  in  any  way  lowerino;  tlie  standard  of  examinations,  would,  as  far 
as  possible,  allow  for  any  work  tliey  had  done  under  supervision  in  the 
camps.  There  had  been  extensive  and  complete  arrangements  for  proper 
lectures  under  qualified  persons  in  those  camps,  and  it  was  felt  that  such 
work  should  be  taken  into  account,  so  that  students  might  feel  that  part  of 
their  time  was  not  entirely  wasted  while  they  had  the  misfortune  to  be 
prisoners. 

The  motion  for  tJie  adoption  of  the  report  and  accounts  was  carried 
iinanimousl}'. 

Election   of   Officers. 

A  ballot  was  then  taken  for  the  election  of  the  President,  Vice- 
Presidents,  Council  and  Officers  for  the  ensuing  year;  and  the  Scrutineers, 
Mr.  W.  A.  Sim  and  Mr.  C.  P.  Peters,  subsequently  reported  that  the 
following  Fellows  recommended  by  the  Council  had  been  elected : 

President. 
Samuel   Geoege  Wabxer. 


Vice-Presidents. 


Robert  Ruthven  Tilt. 
Ralph  Todhunteb,  M.A. 


Aethtje  Digby  Besaxt,  B.A. 
Joseph  Burn. 


Cou 
Samuel  John  Henry  Wallis 

Allin. 
Arthur  Digby  Besant,  B.A. 
Joseph  Burn. 
Frederick  Timothy  IMason 

Byees. 
Charles  Ronald  Vawdrey 

Coutts. 
William  Palin  Elderton. 
Oswald  Toynbee  Falk,  B.A. 
Duncan  Cumming  Fbasek,  M.A. 
Charles  William 

Kenchington. 
Owen  Kentish. 
"^Abraham  Levine,  M.A. 
Geoffrey  Marks. 
George  Ernest  May. 

^  N(.'w  .Member 


ncil. 

*Henry  Edward  Melville. 
*WiLLiAM   Peyton  Phelps,  M.A. 

Sir  Gerald  Hemmington  Ryan. 

Richard  George  Salmon. 
*William  Charles  Sharman. 

John  Spencer. 
*Edward  Robert  Strakee. 

Alfred  Charles  Thoene. 

Robeet  Ruthven  Tilt. 

Ralph  Todhunter,  M.A. 

Samuel  George  Waenee. 

Sir  Alfred  AVilliam  Watson. 

James  Douglas  Watson. 

Arthur  Thomas  Winter. 

Ernest  Woods. 

William  Arthur  Workman. 

Frank  Berteand  Wyatt. 

of  the  Couiioil. 


Treasurer. 
Sir  Alfred  William  Watson. 

Honorary  Secretaries. 
James  Douglas  Watson.        I        Abraham  Levine,  M.A. 


Mr.  R.  L.  Elderton  proposed  the  re-election  of  the  Auditors,  Messrs. 
G.  H.  Lawton  and  W.  M.  Jones,  and  the  election  of  Mr.  E.  W.  Humphry 
to  take  the  place  of  the  retiring  auditor,  Mr.  R.  S.  B.  Savery. 

Mr.  G.  H.  Maundee  seconded  tlie  motion,  which  was  carried  unani- 
uiousl}', 

Mr.  A.  B.  Adlaed,  in  proposing  a  vote  of  thanks  to  the  President,  the 
Vice-President,  the  Members  of  Council,  the  Auditors  and  the  Assistant 
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Secretary,  for  their  services  during  the  past  year,  said  he  had  a  personal 
recollection  of  all  the  24  presidents  who  had  occupied  the  chair,  and  had 
very  great  confidence  in  saj'ing  that  the  position  had  never  heen  more 
worthily  filled  than  by  Mr.  Warner,  whose  personal  friendship  he  had 
enjoyed  for  many  years.  Everyone  would  agree  that  Mr.  AVarner  had 
proved  himself  to  be  in  the  right  place  as  President  by  his  qualifications, 
his  attainments,  his  very  happy  temperament,  his  unvaried  courtesy  and 
his  eloquence.  His  presidential  address  last  November  was  a  comprehensive 
survey  of  the  progress  and  development  of  actuarial  science,  and  the 
practical  interests  involved,  and  as  Mr.  Warner  had  said  in  the  latter  part 
of  his  address,  those  interests  would  undoubtedly  increase  in  the  future. 
He  had  also  advised  the  j'ounger  members  of  the  Institute  to  study  friendly 
societies,  and  it  was  certain  that  when  some  of  the  younger  members 
returned  to  this  country  they  could  not  do  better  than  act  on  the  advice  the 
President  had  given  them.  His  own  early  experience  in  years  gone  by  of 
the  study  of  friendly  societies  had  shown  him  how  interesting  it  was,  and 
how  it  led  to  the  consideration  of  many  other  subjects  which  were  of  vital 
importance  to  the  well-being  of  the  community. 

The  thanks  of  the  members  were  also  due  to  the  Vice-Presidents,  the 
Council  and  the  Officers.  The  activities  of  the  Institute  had  necessarily 
been  very  much  restricted,  but  those  gentlemen  had  ver}^  heartih'  supported 
the  President,  and  had  performed  their  duties  in  an  admirable  manner. 
Tiie  Honorary  Secretaries  deserved  special  mention,  as  so  much  of  the 
work,  and  a  great  amount  of  responsibility,  always  rested  upon  them.  The 
work  of  the  Assistant  Secretary  (Mr.  Jarvis)  also  should  be  recognized. 
Before  the  war  Mr.  Jarvis  was  assisted  by  a  clerk,  but  that  clerk  had  been 
to  the  front  and  was  now  invalided  home  and  in  hospital.  The  result  had 
been  that  Mr.  Jarvis  had  done  the  clerk's  work  as  well  as  his  own,  and  had 
carried  out  his  duties  most  efficiently,  and  to  the  complete  satisfaction  of 
the  President  and  of  the  Council. 

Mr.  A.  G.  Hemming,  in  seconding  the  motion,  added  his  personal 
congratulations  to  the  President  on  his  address,  and  said  the  membei's 
appreciated  the  happy  selection  made  by  the  Council  of  the  two  papers  that 
had  been  read  at  the  sessional  meetings. 

The  motion  was  carried  with  acclamation. 

The  President,  in  returning  thanks  on  behalf  of  his  colleagues  and 
himself,  said  that  so  far  as  his  own  small  part  had  gone,  his  tenure  of  office, 
although  it  had  happened  at  a  trying  time,  had  been  so  far  one  of  great 
pleasure.  Again  he  had  proved,  as  he  had  often  done  in  the  jiast,  the  joy 
and  value  of  sympathetic  and  tolerant  friendship,  and  of  the  support  of 
men  whom  he  esteemed  and  with  whom  he  considered  it  an  honour  to  serve. 
The  outstanding  thing  in  his  recollection  was  the  way  in  which  the  members 
had  attended  at  the  two  meetings  which  had  been  held.  It  was  an  experi- 
ment, and  he  had  been  afraid  of  the  first  meeting,  but  when  the  hall  was  so 
well  filled,  the  Council  was  encouraged  to  go  on  to  a  second  gathering, 
when  the  hall  was  filled  still  better  than  at  the  first.  That  showed  that  the 
Council  was  getting  support,  and  encouraged  them  to  go  on  doing  the  best 
they  could  for  the  members. 

There  were  but  few  changes  in  the  Council,  as  the  bulk  of  that  body, 
according  to  the  constitution,  remained  the  same,  but  from  those  who  in 
due  rotation  retired  the  members  parted  with  extreme  regret,  while  at  the 
same  time  they  had  tlie  opportunity  of  greeting  some  new  ]uembers  to  the 
Council  and  some  old  friends  who  had  come  back  again.  He  cordially 
welcomed  Mr.  Levine  to  his  (the  President's)  old  post  of  Secretary,  and  also 
cordially  welcomed  some  younger  members  who  had  come  upon  the  Council. 
The  Council  were  trying  in  every  possible  way  to  promote  friendship  and 
mutual  confidence  and  free  communication  between  the  older  members  of 
the  Institute  and  the  younger  ones.  They  recognized  what  an  able  set  of 
joung  men  were  rising  up,  and  also  that  it  would  be  on  their  shoulders 
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that  the  future  work  oE  the  profession  would  fall  and  therefore  desired  to 
establish  and  consolidate  and  intensif}'  friendl}'  relations. 

Mr.  F.  L.  Collins  proposed  a  vote  of  tlianks  to  the  Auditors 
(Mr.  11.  S.  B.  Savery,  (>.  H.  Lawton  and  W.  Mouat  Jones)  for  their  services 
during  the  past  year. 

Mr.  II.  C.  SiMiiONDS  seconded  the  motion,  which  was  carried  with 
unanimity. 

Mr.  G.  H.  Lawton  brietly  replied,  on  behalf  of  his  brother  auditors 
and  himself,  and  the  proceedings  then  terminated. 


Additions  to  the  Library. 

The  following  works  have  been  added  to  the  Library   since   the 
publication  of  the  Journal  for  October  1916: 


By  whom  presented 
{when  rM  purchased). 


Accountants  and  Auditors,  Society  of  Incorporated. 
List  of  ilenibers,  &c.,  1916-17. 

Accountants,  Institute  of  Chartered,  in  England  and  Wales. 
List  of  Members,  1917. 

Acerboni  (A.). 

Fundamentos    Matematicos   de    los    Seguros    Sociales.  "1 
Svo.     Buenos  Aires.     1916.  j 

Actuarial  Society  of  Sweden. 
Transactions,  1916-17. 

-American  Mathematical  Society. 
Transactions,  1916-17. 

American  Statistical  Association. 
Transactions,  1916-17. 

Association  of  Life  Insurance  Medical  Directors  of  America. 
Abstract  of  the  Proceedinss,  1889  to  1906, 1907  to  1912, 
1913  to  1915,  and  19]  5  to  1916.     Four  vols.     8v 
New  York.     1906,  1912,  1915,  1917. 

Ball  (W.  W.  R.). 

Matliematical  Recreations  and  Essays.    8th  Edit.    Svo.  ) 
1914.  J 

■"  Biometrika." 

Volume  XI,  Part  IV. 
Containing  inter  alia — 

"  On  the  distribution  of  the  correlation  coefficient 
in    small    samples.     (Appendix    II    to    their 
Papers)  ",  by  "  Student"  and  K.  A.  Fisher. 
"  On  the  repi'esentation  of  Statistical  Data  ",  by 

L.  Isserlis. 
"Relation  of  the  Mode,  Median,  and  the  Mean  in 
Frequency  Curves",  by  A.  T.  Doodson. 

Brunt  (D.). 

The  Combination  of  Observations.    Svo.    Camb.    1917. 
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The  Association. 

The  Association. 
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Casi^alty  Actuarial  and  Statistical  Society  of  America. 
Proceediugs,  1916-17. 

Chartered  Insurance  Institute,  Journal  of  the 
Vol.  19.     8vo.     1916. 
Containing'  inter  alia — 

"  State  Insurance  and  Workmen's  Compensation", 

by  W.  E.  Gray. 
"  The   Constnutioii    of   a   Mortality   Table   from 
population  figures",  by  IJ.  Thodey. 

Denmark, 

Beretning  fra  Forsikriiigsraadet  for  auret  1915,  1916. 

Economic  Society  (Royal). 
Journal  of  the,  1916-17. 
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Ford  (Dr.  L.  K.). 

The  effect  of  a  rise  in  prices  upon  the  amount  of  small  ) 
money  used.     Edinburgh.     1917.  j 


France. 

Loi 


du  21  Juillet  1909,  relative  aux  conditions  de  "^ 
Relraite  du  Personnel  des  Grauds  Reseaux  de 
Chemiu  de  Fer  d'interet  general.  Examen  des 
projets  de  Reglements  de  Ketraites  presentes  en 
execution  de  la  loi.  Rapport  de  I'iugeuieur  en 
chef.  Fol.  Paris.  1909. 
Rapport  fait  an  nom  de  la  Commission  chargee 
d'examiner  la  proposition  de  loi  relative  a  la 
regleraentation  du  travail  des  mecaniciens, 
chauffeurs  et  .agents  des  trains  ct  aux  conditions 
de  retraite  du  personnel  des  chemins  de  fer 
francais.  Par  M.  Paul  Strauss.  4to.  Paris. 
1909. 


Gephart  ("W.  F.). 

Principles  of  Insurance. 
York.     1917. 


Vol.  I.     Life.     8vo.     Xew  ) 
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Gumhel  (E.  J.). 

Eine    Darstellung    statistischer  Reihen    durch   Euler.  \ 
1916.  j 

Hammond  (H.  P.). 

Life    lusinauce    in    Groups,    1912-1917.       St.    Paul,) 
Minn.     1917.  i 

Hoffman  (Dr.  F.  L.). 

The  sanitary  progress  and  vital   statistic?   of   Hawaii.  ") 
Newark,  N.J.     1916.  ) 

HoUaud. 

Archief  voor  de  Verzekerings-Wetenscha]).     1916-17. 
Mededeelingen  der  Vereeniging  voor  Levensverzekering. 

Dordrecht    Levensverzekering-Maatscliappij.     Verslag  | 
over  het  jaar  1916.  3 

Nationale     Levensverzekering-Bauk.        Verslag     over '^ 
het  jaar  1916.  ) 
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Institute  of  Actuaries  Students'  Society. 

"  Valuation  of  Liabilities  and  Distribution  of  Surplus."  ") 
Notes,  Papers  and  Discussion  arranged  by  the  > 
Society.     8vo.     1916.  ) 

Institute  of  Bankers. 

Journal  of  tbe,  1916-17. 

Insurance  Institute  of  America. 

Proceedings  of  tbe  Eigbtli  Conference.     8vo.     1916. 

Insurance  Institute  of  Toronto. 
Proceedings,  1916-17. 
Containing  i)iter  alia — 

"  Eecent  legislation  affecting  Insurance  ComiJanies' 
Investments",  by  E.  M.  Saunders. 
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(,trhe,i  iiot  purchase' I). 


Italr. 


Bollettino  della  Associazione  Italiana  per  rincremento 
della  Scieuza  degli  Attuiiri.  Xos.  7  to  17. 
1901-17. 


Bollettino  di  Notizie  sul  Credito  e  sulla  Pi-evidenza. 

lielaziono  del  Cousiglio  di  Anuninistrazione  sul  prinio 
bilant-io  dell'Istituto  Xazionale  delle  Assicurazion 
La.  -Ito.     Rome.     1917. 


i.  VFro 


Pure?/ axed. 


The  Inxtifate. 


The  lufttitv.te. 


The  Institute. 


The  Society. 

The  Italian 
Govern  me  lit. 
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Joffe  (S.  A.). 

Calculation  of  the  first  thirty-two  Eulerian  Numbers  "^ 
from  Central  Differences  of  zero.     1916.  y 

:Kirkcaldy  (A.  W.).     Editor. 

Credit,  Industry,  and  the  War.     8vo.     1915.  \ 

Labour,  Finance,  and  the  War.     Svo.     1916.  / 

inibts  (G.  H.). 

The  Mathematical  Theory  of  Population,  of  its  character  ^ 
and  iluctuations,  and  of  the  factors  which  influence  i 
them.  Being  Appendix  A  to  Vol.  I  of  tbe  Census  ]- 
of  the  Commonwealth  of  Australia,  1911.  Fol.  I 
Melbourne.     1917.  J 

Xife  Offices'  Association. 

Minutes,  etc.,  of  the  Aleotings  of  the  Standing ") 
Committee,  1916-17.  i 

Xoudou  Mathematical  Society. 
Proceedings,  1916-17. 

Love  (A.  E.  H.). 

Elements  of  the  Differential  and  Integral  Calculus.  "\ 
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Nippon  Life  Assurance  Company. 
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Appendices.     Fol.     1917.  3 
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General. 
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Commonwealth    of    Australia.       Population     and  / 
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on  Approved  Society  Finance  and  Administra- 
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Statutes,  Regulations  and  Orders,  with  Notes, 
Cross-references,  and  Index.  In  one  Vol.  8vo. 
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Registrar-General.     England. 
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Memoirs  of  the.  Vol.  LI,  and  Vol.  Lll,  Part  I.  -itu.  > 
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Sweden. 

Enskilda    Forsakringsanstalti'r    ar    1915,    av    Kungl. 
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Undersokning  av  Dodligheten  bland  Karensforsiikradc. 

Svenska   Livforsakrings   Bolag,  1889-1914.     8vo. 

Stockliolm.     1?17. 

Tahles  of  Bond  Values. 

Yielding  5  per-cent  to  8  pcr-eent,  payable  half-yearly.  ') 
Issued  by  the  Department  of  Insurance,  Ottawa,  r 
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Todhunter  (I.). 

Algebra,  with  numerous  examples.     Third  Edit.     8vo.  ^ 
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Toja  (G.). 

L'Attuario  e  la  Scieuza  Attuariale.     Rome.     1914. 

Underhay  (F,  G.). 

A  Summary  of  the  Law  of  Income  Tax,  Super-tax,  and  '^ 
Excess  Profits  Duty  under  the  Finance  Acts  of  > 
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United  States  of  America. 
Official  Publications. 
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Registration  Area  of  the  United  States,  1915.  ) 
Columbia. 
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Connecticut. 

Fifty-second  Annual  Report  of  the  Insurance  '^ 
Commissioner,  1917.  ) 
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Investments    of 
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British  Offices'  Life  TaWes,  1893. 

Combined  Experience  (1863-189.3).  Unadjusted  Data. 
Life  Annuitant— Whole-Life  Assurances,  Male  and 
Female — Endowment  Assurance  and  Minor  Classes 
of  Assurance,  Male  and  Female.  Four  Vols.  8vo. 
1899-1900. 
An  Account  of  the  Principles  and  Methods  adopted  in 
the  compilation  of  the  Data,  the  Graduation  of  the 
Experience,  and  the  Coustructiou  of  Deduced 
Tables.     8vo.     1903. 

Institute  of  Actuaries. 

Texi-hool-,  Part  I,  by  W.  Sutton.     8vo.     1882.  -^ 

Text-hook,  Part  I,  by  E.  Todhuuter.     8vo.     1901. 
Text-hool;  Part  II,  by  G.  King.     8vo.     1887.  Y 

Mortality    Experience  of   Life   Assurance   Companies. 
8vo.     1869.  .' 

International  Actuarial  Congresses. 

Transactions  of  Seven.     14  Vols.     Svo.     1S95— 1912. 

Joint  Committee   of  the  Institute   of   Actuaries   and   the 
Faculty  of  Actuaries  on  Mortality  Investigation. 
Transactions.     Fol.     1893-1905. 

Rohertson  (W.  A.)  and  Ross  (F.  A.). 

Actuarial  Theory.     Edinburgh.     Svo.     1907. 

Stuhhins  (T.  K.). 

Tables  of  present  value  of  Annuities  at  from  3  to  8  "^ 
per-cent  by  intervals  of  one-half  p&r-cent.  Second  > 
Edit.     8vo.     1905.  ) 


E.  C.  Wehb. 


E.  C.  Well. 


E.  C.  Well. 


E.  C.  Webb. 


E.  C.  H'ehb. 


E.  C.  Well. 


ERRATA.    J.I.A.,  vol.  1. 
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Y'ATES  and  another,  German  v 36- 

ZINANv.  Komata  Reefs  Gold  Mining  Co.,  Ltd 121 


342  Obituary.  [Oct.  1917. 

Melville  Elliott  Lobb.  Student  of  the  Institute,  Lance-Corporal, 
3rd  Battalion.  Canadian  Expeditionary  Force. 
Killed  in  Aclion  —  Airnl  1915. 

J"raxcis   Seymour   Blake,   Associate  of  the   Institute,    Captain, 
King's  Liverpool  Beginient. 

Killed  in  Actio}i  1  Jidij  1916. 

GiLFRiD  MoxTiER  Eeeve,  Fellow  of  tlie  Institute,  Captain,  9th 
Battalion,  Essex  Regiment. 

Killed  in  Action.  7  Jul^j  1916. 

Edgar  Rowe  "Williamson.  M.C,  Student  of  the  Institute.  Lieut. 
5th  City  of  London  Regiment. 

Killed  in  Action  10  Sepfemher  1916. 

Lioxel    Fraxk    Haavkixs,    Associate   of   the    Institute,    Private, 
17th  Battalion,  Middlesex  Regiment. 

Killed  in  Action  17  Sej'^temher  191G. 

James   Hogg,   F.F.A.,   Associate  of  the   Institute,   Caxrtain,  1-lth 
Battalion  Argyll  and  Sutherland  Highlanders. 
Killed  in  Action  21  September  1916. 

James  Harold  Marlix,  Associate  of  the  Institute,  Lieutenant, 
3rd  Battalion,  South  Staffordshire  Regiment. 
Killed  in  Action  12  April  1917. 

Heginald  George  Gregson  Ellis,  Fellow  of  tlie  Institute,  Captain, 
Oxfcird  and  Bucks  Liglit  Infantry. 

Died  of  Wounds  17  April  1917. 

Herbert  Dudley  Saxds  Fro:\iaxt,  Probationer  of  the  Institute, 
2nd  Lieutenant,  3rd  Battalion  Northumberland  Fusiliers. 
Killed  in  Action  29  April  1917. 

Thomas    Holgate,    Student    of   the    Institute,    Private,    2nd/5th 
Battalion,  l..onclon  Regiment. 

Killed  in  Action  17  June  1917. 

Oilbert  Sutcliffe  Fielden,  Associate  of  the  Institute,  2nd  Lieut. 
King's  Own  Royal  liancashire  Regiment. 

Died  on  Service  18  Juhj  1917. 
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